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REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

Under clnuse 2 of Nule XITI,
Alr, GRIFFIN, from the Committee on Public Buildings and
Grounds, to which was referred the bill (H. R. 13026) to author-
_ 1ze the Secretary of the Treasury to provide hospital and sani-
tarium facilities for discharged sick and disabled soldiers and
sallors, reported {he same with amendment, accompanied by a
report (No. 879), which said bill and report were referred to
the Committee of the Whole House on the state of the Union.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXII, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr, SMALL: A bill (H. R. 13462) making appropriations
Jor the construction, repair, and preservation of certain public
works on rivers and harbors, and for other purposes; to the
Committee of the Whole House on the state of the Union.

By Mr. CRAMTON : A bill (H. R, 13463) to amend section 3
of public act No. 106 of the Sixty-fifth Congress, entitled “An
act to save daylight and {o provide standard time for the
United States,” approved March 19, 1918; to the Committee on
Interstate and Foreign Commerce,

By Mr. DENT (by request): A bill (H. R. 13464) to amend
the medals of honor, distinguished-service crosses, and dis-
tingunished-service medals provisions of the Army apprepriation
act, approved July 9, 1918; to the Committee on Military Affairs.

Also, a bill (H, R. 13465) to create in the Army of the United
States a corps to be known as the Corps of Chaplains; to the
Committee on Military Affairs.

By Mr. BANKHEAD: A bill (H, R. 15466) making certain
items of appropriation contained in section 8 of the vocational
rehabilitation act, approved June 27, 1918, available for addi-
tional purposes and consiruing the term ©family allowance,”
as contained in section 2 thereof; to the Committee on Appro-
priations,

By Mr. DENT (by request) : A bill (H. R, 13467) fixing the
rauk, pay, and allowanees of chaplains in the Army; to the Com-
anittee on Military Affairs,

BBy Mr. WHITE of Ohio: A bill (H. R. 13408) to provide an
extension to the post office at Zanesville, Olio; to the Committee
won Public Buildings and Grounds.

By Mr. CRAMTON: A bill (H. R. 13469) to authorize the
Secretary of the Interior to issue patent in fee simple to the
‘county of Huron, in the State of Michigan, for a certain described
tract of land for public park purposes; te the Committee on the
JPublic Lands.

PRIVATE BILLS AND RESOLUTIONS,

Trnder clause 1 of Rule XXII, private bills and resoluiions
were introduced and severally referred as follows:

By Mr. BURROUGHS: A bill (H. R. 13470) for the relief of
Jolhn «Chick ; to the Committee on Military Affairs.

By Mr. CARAWAY : A bill (H. RR. 13471) granting a pension
1o Thomas W. Breckenridge ; to the Committee on Pensions.

By Mr. COX: A bill (H. R. 13472) graniing a pension to
| Taither Sloan; to the Committee on Invalid Pensions.

Also, 1 bill (H. R. 13473) granting an increase of pension to
| Jacob Eberts; to the Committee on Invalid Pensions.

Algo, a bill (H. R. 13474) granting a pension to Ella day
Sloan: to the Committee on Invalid Pensions.
| v Mr. DENTON: A bill (H. R. 13475) granting a pension to
Greenup T. Berlin; to the Committee on Invalid Pensions.

By Mr. LINTHIOUM : A bill (H. R. 13476) granting a pension
10 George Polleti; to the Committee on T'ensions.

By Mr. MONTAGUE: A bill (H. R. 13477) granting an in-
erense of pension to Young W. Cordell; to the Committee on
! Pensions.

Iy Mr. ROUSE: A bill (H, R. 13478) granting an increase
“of pension to William Boone; to the Committee on Invalid
Pensions. i

By Mr. WHITE of Ohio: A bill (H. R. 13479) granting a
pension to Rhoda E. Pryor; to the Committee on Invalid
Pensions.

PETITIONS, ETC.

Under clause 1 of Rule XXITI, petitions and papers were laid
on the Clerk's desk and referred as follows:

By Mr. CURRIE of Michigan: Petition of R. A, FElias, Wil-
liam 1. Strong, Nelson Dow Griswold, Herbert 8. Beckwith,
Ronnld P. Lowry, and 'W. A. Robinson, jr.,.amateur wireless
operators, protesting against House bill 18159, which provides
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for the taking over of all radio stations; to the Committee on
the Merchant Marine and Fisheries.

Dy Mr. KENNEDY of Rhode Island: Resolntion of board of
aldermen of the city of Newport, . 1., protesting abandonment
of work on housing proposition at Newport, I&. 1.; to the Com-
mittee on Public Buildings and Grounds.

By Mr. LINTHICUM: Resolution of the Baptist Ministers’
Conference of Baltimore and vicinity, urging a league of na-
tions; to the Committec on Foreign Aflairs.

By Mr. RAKER: Brief of Dr. Wilson Compton, relative io
the definition of * Invested eapital > as applying to the pending
revenue bill ; tothe Committee on Ways and Means.

Also, petition of Californin White and Bugar Pine Manufac-
tfurers’ Association, relative to -cayiital, surplus, and undivided
[;;0!1!5 in the revenue bill; to ithe Committee on Ways and

enns,

Dy Mr. SMITH of Michigau: Petition of I. A. Btafford, pres-
ident of the Brotherhood Railway Clerks, Todge No. 338, ‘Kala-
mazoo, Mich., favoring the retention of William G. McAdoo for
Railroad Director; to the Committee on Interstate and Foreign
Commerce. :

By Mr. VARE: Petition of residents of Philadelphia, protest-
ing against the enactment of legislution restricting the use of
wireless apparatus; to the Committee on the Merchant Marine
and Fisheries.

Also, memorial of Philadelphia Maritime Exchange, indorsing
resolutions adopted by the Atlantic Deeper Waterways Associa-
iion; to the Committee on Rivers and Harbors.

Also, resolutions of Peunsylvania Branch of Women's Peace
Party of Philadelphia, discussing terms of peace; o the Commit-
tee on Foreign Affairs.

Also, petition .of Logan Iron & Steel Co., Philadelphia, pro-
testing against the enactment of legislation leoking to the adop-
tion of the metric system ; to the Committee on Coinage, Weights,
and Measures.

SENATE.
Moxpax, December 23, 1918.
( Legislative day of Sundey, December 15, 1918.)

The Senate met at 10 o'clock a. m., on the expiration of the
recess.

The VICE PRESIDENT resumed the chair.

Mr. WARREN., DMr. President, 1 suggest the absence of a
(uortm.

The VICE PRESIDENT. The Secretary will eall the rvoll

The Secretary ecalled the roll, and the Tollowing Senators am-
swered to their names:

Ashurst Johnson, B, Dak. TPenrose Rpencer

Chamberlain Jones, Wash, Pollock Sterling

Cummins Kenyon Baulsbury Thomas

Dillingham Knox Shafroth Vardaman
Lenroot Sheppard Warren

Gronna Martin, Va Simmons Williams

Hale Nugent Smith, Ariz,

Henderson Overman Smith, Ga.

Johnson, Cal. Bmoot

Mr. SAULSBURY. 1 desire to announce fhat the senior

Senator from Maryland [Mr, Ssari] is necessarily absent fem-
porarily on very important business,

The VICE I'RESIDENT. Thirty-three Senators have an-
swered to the roll call, There is not a guornm present. The
Secretary will call the roll of absentees.

The Secretary ealled the names of the absent Senators, and
Mr, Hrreacoek, Mr. McCuamner, Mr. McNagy, Mr, Nerson, Mr.
PorxpexTir, Mr. TradMELr, and Mr. WEERs answered to their
names when called.

Alr. KELroge, Mr., New, Mr. Norris, Mr. Fra~ce, Mr. Cormis,
Mr. Cursersos, Mr. Kmey, Mr. Uxperweob, Mr. Towxsexn, Mr.
McEELLar, Mr, Kixg, Mr. WaTtsox, Mr. La Foruerre, Mr. SUTH-
ERLAND, Mr. Harprxe, and Mr. Pouerexe entered the Chamber
and answered to their names.

Mr. McKELLAR. I wish to announce that the senior Senator
from Tennessee [Mr. Smizips] is absent on account of illness,

Mr., SUTHERLAND. My colleague, the senior Senafor from
West Virginia [Mr. Gorr], is detained by iliness.

Mr. GERRY. I desire to announce that the Senator from
Kentucky [Mr. Brcesaa], the Senator from Californian [My. .
PreLax], the Senator from Nevada [Mr. Prrrarax], and the
Senator from Wyoming [Mr. Kexprick] are detained on official
business.

Mr. CURTIS. I wish to aunounce that fhe Senator from
Illinois [Mr. Suenarax] is detained at home by illness.

The VICE PRESIDENT. Fifty-seven Senafors have an-
swered to the roll roll, There is a quorum present.
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4 CABLE SERVICE. Y

The VICE PRESIDENT. The Chair lays before the Senate
a communication from the Postmaster General in response to a
resolution of the 10th instant, which will be inserted in the
Recorp and lie on the table. -

The communication is as follows:

OFFICE OF THE POSTMASTER GEXNERAL,
Washington, D. 0., December 23, 1913,
The SECrReTARY UNITED STATES SEXNATE,
Washington, D. C.

DEAR Sir: T have to acknowledge the receipt of Senate resolution No.
376, adopted December 10, 1918, as follows :

* Resolved, That the Postmaster (General be, and he is hereby, re-
quested to inform the Senate, if not inconsistent with the public service,
whether information can be promptly asked for and received by cable, at
the request of the immediate relatives of any officer or soldler in the
overseas service of the ecountry, where no word has been recelved from
such officers and soldiers for more than six weeks, as to whether such
officer or soldier was, on November 11, 1918, dead or alive.”

In reply I have to advise the Senate that all cablegrams have been
dispatched as addressed by the cable companies, and while there has
been considerable congestion In the cable service, at no time has the
delay, so far as the cables are concerned, extended beyond a few days.

The operation of the cables is now under Government control and
has been placed under a single managing head in order to coordinate
them and relleve such congestion with the hope that the coordination
of cables will materially remove the delay. The XNavy Department
through the radio service is cooperating with this department and
relieving the cables of large numbers of (Government messages. Steps
have also been taken to remove the bar against private code messages
which, when accomplished, will still further relieve the load on the
cables. ;

The condition reeited in the joint resolution does not seem to be
in any way related to such congestion as has heretofore existed with
relation to the cable service. I am informed by the cable companies
that many inquiries of the nature covered by the resclution have been
sent to France but that only a small percentage of them have been
answered. The cable companies have no definite information as to the
reason for this, but report that in theilr opinion it is due to the fact
that the parents and friends who send such messages are not advised
f3 to whom the inguirles should be addressed or the whereabouis of the
person addressed. It is also manifest that with the rapld movement of
troops, the many casualties, and the different locations of hospitals in
various sections of France and England to which the wounded were
sent, it would be impossible in many cases to obtain the information
which is so earnestly desired by friends and relatives of the soldiers.
The War Department, however, would probably be able to furnish more
specific information as to the dlfficulties encountered in delivering cable-
grams of this character., XNeither the cable companies nmor the Postal
Nervice is in a position to speak with respect to matters growing out
of mllltRary opterrsﬁions.

espectiu yours,
P 23 - A. 8. BURLESOX,
Postmaster tencral.

MESSAGE FROM THE HOUSE.

A messzage from the House of Representatives, by D. K. Hemp-
stead, its enrolling clerk, announced that the House had passed
2 joint resolution (H. J. Res. 372) to amend Senate joint reso-
Iution No. 78, approved October 5, 1917, entitled * Joint reso-
lution to suspend requirements of the annual assessment work
on mining claims during the years 1917 and 1918,” in which it
requested the concurrence of the Senate.

ENROLLED RILLS SIGNED.

The message also announced that the Speaker of the House
had signed the following enrolled bills, and they were there-
upon signed by the Viee President:

L 1%, 12916. An act to provide for the temporary promotion
of commissioned officers of the Marine Corps serving with the
Army; and

I, B. 12945. An act providing for the purchase of uniforms,
accouterments, and equipment by officers of the Navy, Marine
Corps, and Coast Guard, and midshipmen at the Naval Academy
from the Government at cost.

PETITIONS AND MEMORIALS,

Alr. TOWNSEND presented a petition of Local Lodge No.
G50, Brotherhood of Railway Carmen, of Durand, Mich., and
a petition of Mackinaw Lodge, No. 996, Brotherhood of Railway
Carmen, of Marshall, Mich,, praying for the enactment of legis-
lation extending the time of Government conirol of railroads,
which were referred to the Committee on Interstate Commerce,

Iie also presented petitions of sundry school-teachers of North-
ville, of sundry citizens of Allegan, of the Woman’s Club of
Saginaw, of the teachers of the high school of Grand Rapids,
of sundry teachers of Republic, of the school board of Re-
publie, and of the principals of the high schools of Lansing,
praying for the establishment of a depariment of education,
which were referred to the Committee on Iducation and Labor,

Mr. LODGE presented a petition of sundry citizens of Boston,
Mass., praying for the immediate withdrawal of American troops
from Russia, which was referred to the Committee on Military
Affairs.

He also presented resolutions adopted by the War Service
Committee of the Fur Industry of the United States, favoring
the elimination of the proposed tax on furs, which were ordered
to lie on the table.

]

He also presented resolutions adopted by the Joseph Plunkett
Braueh, Friends of Irish Freedom, of Brighton, Mass., favoring
the freedom of Ireland, which were referred to the Committee on
Foreign Relations.

He also presented resolutions adopted by the congregation
of the First Parish Church of Cambridge, Mass,, and resolutions
adopted at a mass meeting of sundry citizens of Cambridge,
Mass., favoring the creation of a league of nations for the main-
tenance of peace, which were referred to the Committee on
Foreign Relations.

He also presented resolutions adopted by the United Irish
Societies of Lowell, Mass.,, and resolutions adopted by Local
Division No. 18, Ancient Order of Hibernians, of North Brook-
field, Mass., favoring the freedom of Ireland, which were re-
ferred to the Committee on Foreign Relations.

Mr. WARREN presented a petition of members of the Local
Board of Albany County, Wyo., praying for Government recogni-
tion of the work of the local boards in raising the National Army,
which was referred to the Committee on Military Affairs.

COST OF WAR WITH GERMANY AND AUSTRIA.

Mr. McKELLAR submitted the following resolution (8. Res.
395), which was read, considered by unanimous consent, and
agreed to, as follows:

Resolved, That the Becretaries and heads of the several executive
departments, as well as the heads of all separate bureaus, commissions,
boards, or similar bodles authorized to expend the public funds for war
purposes be, and they are hereby, directed to furnish the Senate at an
ear f‘: practicable date full information and figures relative to the cost
of the war with Germany and Austria, as shown (1}] by the expenditures
already made by their several departments; (2) by the sums already
obligated by their several departments to be hereafter paid; (3) any
other costs of the war, such as the cost of transportation of our soldiers
hack home and their demobilization, or any other extraordinary expensecs
traceable to the war.

Resoleed further, That the Secretary of the Treasury be, and he is
hereby, directed to furnish, in addition to the cost of the war in his
department, an epitome of the cost of the war in the various other de-
partments fo the extent which it is shown by his books, together with
tll;]e to}a!u, thus giving the complete cost of the war, as far as his books
show it.

SENATOR FROM WEST VIRGINIA.

Mr. POMERENE. I am directed by the Committee on Privi-
leges and Elections to report o resolution to reimburse the Sen-
ator from the State of West Virginia [Mr. SurHERLAND] for
expenses incurred by him in defense of his title to his seat in
the Senate, and I submit a report (No. 628) thereon. I ask
that the resolution be read and referred to the Committee to
Audit and Control the Contingent Expenses of the Senate,

The resolution (8. Res. 394) was read and referred to the
Committee to Audit and Control the Contingent Expenses of
the Senate, as follows:

Resolved, That the Secretary of the Senate be, and he hereby is,
authorized and directed to pay from the miscellaneous items oty the
contingent fund of the Senate {o Hon. Howarp SUTHERLAND, & Senator
from the State of West Virginia, the sum of $2,435 in relmbursement of
expenses necessarily incurred by him in defense of his title to his seat
in the Senate, sald sum to be considered as a full and final settle-
ment of all expenses, including counsel fees, incurred by him in con-
nection with the said contest.

Mr. POMERENE. I ask that this matter be disposed of at
once. I think the Committee on Contingent Expenses is ready
to report.

Mr. JONES of New Mexico subsequently, from the Committes
to Audit and Control the Contingent Expenses of the Senate,
to which was referred the foregoing resolution, reported it
favorably without amendment, and it was considered by unani-
mous consent and agreed to.

PROMOTIONS IN OVERSEAS SERVICE.

Mr. McKELLAR. From the Committee on Military Affairs
I report back favorably, without amendment, Senate resolution
359, requesting the Secretary of War to furnish the Senate full
information in reference to promotions in overseas service, and
also of officers who have not seen overseas service, and so forth,
and I submit a report (No. 629) thereon.

I ask for the immediate consideration of the resolution. It is
very short, and is of the same general nature as the resolution
submitted by me a few minutes ago and which was adopted.

The PRESIDING OFFICER (Mr. Kixg in the chair). The
resolution will be read. 5

The Secretary read the resolution, as follows:

Resolved. That the Secretary of War be, and he is hereby, requested
and directed to furnish to the Senat. full information in reference to
promotions in overseas service.

Also, full information as to promotions already made of officers who
have not seen overseas service,

Also, any plans he may have of equalizing promotions, to the end
that those who have become entitled to ]Eromotions by reason of service
abroad or at home shall be accorded such promotion,

The PRESIDING OFFICER. Is there objection to the pres-
ent consideration of the resolution?
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Mr, WILLIAMS, I am not prepared to allow that resolution
to be agreed to just now without question. At some later time
I may not object.

The PRESIDING OFFICER. Objection is made. The reso-
lution will be placed on the calendar.

BILLS AND JOINT RESOLUTION INTRODUCED.

Bills and a joint resolution were introduced, read the first

time, and, by unanimous consent, the second time, and referred,

as follows:

By Mr. SHEPPARD :

A bill (8. 5220) domating captured cannon and cannon balls
to the city of Santa Anna, Tex.;

A bill (8. 5221) donating eaptured cannon and cannon balls
to the ecity of Galveston, Tex.; and

A bill (8. 5222) granting honorably discharged members of the
armed forces of the United States during war with Germany one
month’s furlough on full pay, transportation and subsistence ex-
penses to their homes, and permission to keep and wear uni-
forms; to the Committee on Military Affairs.

A bill (8. 5223) for the relief of the Alabama and Coushatta
Indians in Polk County, Tex.; to the Commitiee on Indian
Affairs.

By Mr. CHAMBERLAIN :

A bill (S, 5224) to prohibit intoxicating liquors and prostitu-
tion within the Canal Zone, and for other purposes; to the Com-
mittee on the Philippines.

By Mr. FERNALD :

A bill (8. 5225) granting a pension to Sarah F. Robinson; to
the Committee on ’ensions.

By Mr. SHAFROTH :

A bill (8. 5226) for the relief of Daniel W, Booth, alias Daniel
Frantz; and 4

A bill (8. 5227) for the relief of Edward H. Lockwood ;
Committee on Military Affairs.

A bill (8. 5228) for an additicn to Rlocky Mountain National
Tark, aud for other purposes ; to the Committee on Publie Lands.

A bill (8. 5229) granting a pension to Elizabeth Crossley ;

A bill (8. 5230) granting an increase of pension to Mary H.
Doherty ;

A bill (8. 5231) granting a pension to Alice B, Elliott; and

A bill (8. 5232) granting an increase of pension to George C.
Hazeltine ; to the Committee on Pensions,

By Mr. KENYON :

A bill (8. 5233) granting a pension to Annie Tullis (with ac-
companying papers) ; to the Committee on Pensions.

By Mr. HENDERSON (by request) :

A bill (8. 5234) to supplement an act of Congress approved
October 5, 1918 (Public, 220), and to authorize the Secretary
of the Interior, from the funds appropriated by said act, to de-
termine, adjust, and pay losses sustained by investments pre-
paratory to production of war minerals mentioned in said act;
to the Committee on Mines and Mining.

By Mr. HALE (for Mr. FRELINGHUYSEN) !

A joint resolution (8. J. Res. 201) relative to the payment of
claims oceasioned by or attributable to explosions at the plant
of the T. A. Gillespie Loading Co. at Morgan, N. J., on or about
October 4 and 5, 1918 ; to the Committee on Military Affairs.

AMENDMENT TO DISTRICT APPROPRIATION BILL.

Mr. POINDEXTER submitted an amendment proposing to
appropriate $2,000 to aid the Columbia Polytechnie Institute for
the Blind in the District of Columbia, intended to be proposed
by him to the District of Columbia appropriation bill, which
was referred to the Committee on Appropriations and ordered
10 be printed.

io the

COMMITTEE ON PUBLIC INFORMATION,

Mr. MOSES. 1 submit a resolution and ask that it be read
and lie upon the table.

The resolution (8. Res. 396) was read and ordered to lie on
ihe table, as follows:

Resoleed, That the Committee on Public Information be requested to
supply the United States Senate with copies of all matter filed in Europe
by the committee or any of its agents since December 3, 1918, for cable
or telegraphic transmission to the United States or to any neutral or
allied country.

EXECUTIVE DEPARTMENT EMPLOYEES.

Mr. HITCHCOCK. I offer the resolution which I send to the
desk, and I ask unanimous consent for its immediate considera-
tion.

The PRESIDING OFFICER. The Secretary will read the

resolution,

The resolution (8. Res. 397) was read, as follows:

Resoleed, That until the military, naval, and civil forces of the United
States have n uced to the normal requirements of the Government
ithe respective heads of the executh:g departments, inciudlng also_the
United States Shipping Board, the Food Administration, and the Fuel

Administration, be, and are hereby, directed to report to the Senafe,
beginning January 1, 1919, and cvery two weeks thereafter during the
present session of Congress, the number of civil employees in their re-
spective departments and the number discharged during the pre}'ious two

“ef:sxit]dltlon to the above the Secretary of War and the Secretary of the
Navy are directed to report each two weeks, beginning January 1, 1919,
the number of officers and enlisted men in active service in their respec-
tive departments and the number discharged or retired during the pre-
vious two weeks.,

Mr. WILLIAMS. Mr. President, T do not see the immediate
necessity of that resolution. i

The PRESIDING OFFICER. Objection is made.

Mr. HITCHCOCK. Mr. President, will the Senator from Mis-
sissippi permit me to explain? The resolution is simply for the
purpose of securing information so that the Senate may know
how fast the civil employees are being discharged.

Mr. WILLIAMS. But the Senator wants the information
every two weeks, and that would embarrass the department
with an unnecessary amount of work,

Mr, HITCHCOCK. There is no work involved. We simply
ask for the numbers; it is mere clerical information that is
sought. 1 consulted the chairman of the commitiee before
offering the resolution. ; :

Mr. WILLIAMS, Is that all it asks for—the number?

Mr. HITCHCOCK. That is all.

Mr. WILLIAMS. Then I shall not object.

The resolution was considered by unanimous consent and
agreed to. 2

13

RELIEF OF I'ORTO RICAN SUFFERERS. »

Mr. SAULSBURY. Mr. President, I move that House joint
resolution 345, Calendar No. 533, to provide relief for sufferers
from earthguakes oceurring in Porte Rico during the month of
October, 1918, be recommnifted to the Committee on Pacific
Islands and Porto Rico. 1 will state the reason is that the
committee desire to have learings from some residents of Forto
Rico who are in Washington, and we hope to hear them while
the Senate is practically in recess.

The PRESIDING OFFICER. The question is on the motion
of the Senator from Delaware.

The motion was agreed to.

AERIAL MAIL SERVICE.

Mr. TOWNSEND. Mr, President, at the request of the Sena-
tor from Illinois [Mr. SHerMAN], who is detained at home by,
illness, I ask that a letter addressed to that Senator from the
Second Assistant Postmaster General in regard to equipment for
the aerial mail service be received and referred to the Committee
on Military Affairs in connection with some matter which was
submitted by the Senator from Illinois a few days ago.

The VICE PRESIDENT. Without objection, it is so ordered.

LEAGUE OF NATIONS FOR PEACE.

Mr. BORAH, Mr, President I ask permission to have printed
in the REcorp a statement by the famous French writer, AL
André Chéradame upon the subject of a league of nations.

The PRESIDING OFFICER (Mr. AsaursT in the chair). Is
there objection to the request of the Senator from Idaho? There

being none, the statement will be printed in the Recorp.
The statement is as follows:

PREMATURE DISCUSSION OF LEAGUE OF NATIONS IMPERILS PEACE—
UESTIONS OF IMMEDIATE PRACTICAL IMPORTANCE MUST BE SETTLED
EFORE THE PROBLEM OF CONFEDERATION IS TAKEX UP, .

[By André Chéradame.]

1 propose to demonstrate:

1. The success of the peace conference—hence real and definitive vie-
tory—depends in a very large measure on the order in which the dif-
ferent problems to be considered are taken up.

2, The discussion of the league of nations and of the “ freedom of the
seas "' can have most unfortunate consequences if it does not come in its
logical order ; that is, if it is premature,

The establishment of a specific program of discussion for the con-
ference is necessary for two prineipal reasons:

In the first place, it is evident that all questions can not be treated
at the same time. Second, there are certain problems that can be re-
%ohiea wgaiy after others apparently unconnected with them have been

ealt "

At an epoch when time is so precious, in order to end sufferings so
long endured, it is obviously dangerous to engage in the discussion of
unsolvable problems because it has not been foreseen that their solution
depends on other and more urgent problems. As that perilous road
seems to have been already entered upon, it is time for public opinion
to realize the danger in order that its influence may prevent a catas-
trophe.

¥ THEORIES AXD THEIR APPLICATION.

To understand the subtle but very real peril before which we stand
it is necessary first to a very simple truth, which has, neverthe-
less, not been made sufficiently ]plaln to the public: A theory, however
good, is not necessarily practical.

There are theories whose justice can not be contested, but the mere
attempt to put them in practice leads to a veritable eatastrophe. For
exam{ﬁe. the theories that ruled The IHague conference, put forward by
the Czar Nicholas II, were just, but, in fact, those theories contributed
powerfully to making the war possible; that is, they killed millions of
men.
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This was so becanse The Tingue conference led the British, the French,

and other pecple to think the pence of Europe assured just n't the 'ﬂme
when Germany was mpnrl:mf lnteasl\ﬂ ior a war of

Thus, The Hague conference without qnm put into clrnzlnliou N!ms

not in conformity with the times, that were premature, hence unreal-

lublc and by consequence infinitely dangerous.

In fact, complet reassurred rep.n’ﬁg the intentions of ‘Germany,
the rs that now compose the entente neglected the armaments that
would have made the ‘Jermans renounce their idens of on on
account of the risks a fully armed enemy would have enta il

Oune sees clearly that by its psychological consequences The [lague
conference contributed largely to provoke the war and make possible
the aggression that surprized the nations now allies.

This enmﬁlee drawn frem The Hague conference. makes it plain that
an idea may theoretically good, but that its nppllcntiun woulit not be
pmftg-nl untll there bas been a further considerable advanee in social
evolution,

Absolutely the same result can be looked for from certain questions in
the allied peaeo program, notably the league of nations and the * free-
dom of the seas.”

The Imtﬁg: of mlluns can not be organized until after the solution of
eertain ems, Inmtﬂemhly the league of nations is based on
an idea theomtloallg est justice, but it will end in an lm-
mense catastroph it is xttt‘mpted to put it in practice in advance of
the solution of other problems hsﬁnltely more urgent, and the solution
of which, moreover, is ind ble to the creation of a state of things
in which a league of nations can be develo|

What is the state of things which, nccordiag to all erment-e. will be
most favorable for the development of a league of nations? It is without
question the situation that will result from the 1 mmm, as com-
pletely as possible, of the essentinl problems arisk the & n
war, notably the com%;te destruction of German militarism,
by treaties on paper but by accomplished facts (the destmction in Ger-
many of the machinery specially designed for the manufacture of muni-
tions of war; the imposing on Germany of the pngment of anuuities,
moderate, but spread over a sufficiently long period to assure repara-
tion and amounting to enough so that Germany will not be able to
rearm ; the creation of antl-Pan-German States 1n central Europe).
have been done, a state of things will have been

Once g2
mated favorable to inning the or lmtinn of the soci of nations,
On the contrary, it is clear that an e t to organize a society of nations
has no chance of saccess if an attempt ls made to regulate the affairs of

Europe on paper, and if, in con ence, the league of nations rests on
written mnwutlonn. like those of The Hague, and not on Tealities.

Ir is th &Inln that it is indispensable to follow a well tho t-
out program in e (igcussion of the diverse problems to come before
tf‘hieI peace conference, and not to follow this program will lead to ceruln

allure,

UTOPIANS, BOLSHEVISTS, ANXD THE LEAGUR OF WATIONS.

Unfortunately, in each of the allied nations thzre are some Utopians
who do not understand the situation and say, * Organize the leaguc of
nations first and we will negotiate the peace afterwards.”

This is a party of which some of the most notable members are the
French and British Socialists, who both before and during the war
showed their inability te co yrehend realities. It is the same lack of
wunderstanding that characterizes all the bolshevists of the entente—
Germanophile, in truth, and knowing full well that euch a p

¢ Germans during the arm Etim:

would be of the utmost benefit to
pe“’e will new examine t ¢ reasons why %o begin by studying the
league of nations and the * freedom of the seas ™ would be at the same
time absurd and playing into the hands of the Boches

The situation crea by the war that must be llqujnh'knd with the
ntmost is the most dlmcult ever known. "To be discussing
the league of nations and the om of the seas, hich one can
talk to infinity, would result only in voluntarily mmpllcating practical
afftairs and would be manifestly absurd

¥ to disenss the league of nations as something still to be
that which already e:lstp—the e‘n temte., 1Is nnt it.

gue of rations, since it bhrings mg;oup

fgu;tjl;? of?thc people of the world, a propozdon mer ] na.ched
or;

Does n{it common sense tell us to wait to see the resulis of this

league of nations that already exists before cr another without

knowing how the one we have will function? o engineer wonld
think of bullding a new ty}m of engine of 1000 ho without

wgll; how au engine the same type ‘but of horsepowes
work

Is it not evident that if—Tfer the sake of a

ent—the league of
nations we already have should no‘t b@ able, wit

its infinite resources,

to solve the problems arlstn% the war (reparations, reorganiza-
tion of Europe territoriall rort fori a league o nations ter
+would be utterly incapal oing better. whe can do the

most can do ‘tlu least, i:nlt who cun do the lenst can mot do the
most. This is elementary common sense:; hut. alas! the partisans of
the lea, of natlong seem to care little for common sense,

¥ ly, and this is much more important, to discuss inrmense
and ill-defined pmhlems such as the league of nations and the * free-
dom of the seas,” before the urgent, cencrete problems are solved
would be to do exactly what the Germans want.

The Germens count on the following sequence of events :

The dis cuulnn of great gquestions
ihe “freedom ef the seas™ will divide the all

The time taken for those dlscumions will be lost for the settlement
of cmmrete , such as reg_amtiun.

ve

tl.ntl.om. will demand dmnobﬂisatln
% he question of reparation will be decided only in principle and on
PRo-

police force capubln of compelling the Germans to pay their in-
do%giﬂé’g b cr‘en it ml; all part of the d e th

e rman people will pay o ynvu'ynm o e damag ey
have caunsed and will keep th ter part of the loot of all kinds they
]mvr- 5t01en everywhere during the war.

der these conditions the financial sitoation of the Boropean nlliﬂ.

and est'pedall:r of France, would carry sell-evident eunueqnences,
cost of living in France and Enfiana reachlag intolerable ﬁ

dustries w“i‘l’i nnt‘lml t}-eorgg;ﬂ S o shevism would be easily

read a e ations oche agen

sp mﬁ tﬁo war expenses of Germany have been eonsldmbly
'less than ‘those of the allies, and since, according to our hypothesis, Ger-

~many would retain her loot, there would be erence of

so great a diff
" economic power in favor of Germany that within a short time she would

B burden of naval TEInA!
“Futs for the cons

such as the league of mations and |

bhave attained her victory, not on the fielil of battle, but mone the less in
reality, as a consequence of the economic situation without precedent
created in Europe by four years of war.

The danger 1 have deseribed is not chimerical. Alveady the dlscus-
sion of the * freedom of the sens,” bacausc it is premature, has caused
divergencies among the allies. As soon as it was intimated recently
that England wonld be willing to give up her conunand of the seas Mr,
Winston (.hurchill. as lgl:kosm'm for England, declared that she would
never think eof sueh a It was a very natural reply. if one re-
members that the sumsﬂon was made to land on the morrow of an
experience that has demonstrated that her life wns saved by her navy
and that the mllltnr\ T"lt is far from being destroyed in Germany.

On the other hand, ericans, seelng the turn of events, are saying,
“Let us get back to the Monroe doctrine and keep out of European
affairs, uuless we want 1o sce FEurope, as soon as her hands are free,
mix in our affaira”

But the continuation of Amerlcan interventi'n in European affairs
on a cordial basls is absolutely necessary. American interveution by
its noble, generous, and ideal charaeter and its comprehension of the
future ers, Is o tremendous page in the history of humanity. Any-

ninhnt could weaken the extent of American intervention or change
its racter would be a wveritable disaster. Hence, it is only neccesary
to know what is al 'bPing ublished in certain journals of the
entente to be convinced on of the league of nations and
the * freedom of the seas,” hemuse he discussion of these questions is
premature, can ouly tend “to weaken instead of gtrengthen the ties that
now exist between America and Europe.

PROGRAM UICTATED BY COMMON SENSE.

For many reasons, following the French proverb don’t put the cart
before the oxen. Solve first the most urgent practical problems arising
from the war, problems that must be solved in order to bring an end to
the sufferings of millions of human beings, sufferings that have already

lasted only too long. 1t is easy to see in what order these essential
problems before the conference should be put.

The first is the reparation and restitution the German le must
make, both of objects stolen and material damages cau t is not
Justice only that d s the immediate solution of this £mhlem. Its
solution is the single conditlon of victory, as has been sai ce

will be durable and assured only if in con ence of her enormous

thefts and war expenses Germany will not ‘be able to preserve an
economic superiority over the allies.

The second problem, and which can be taken up at the same time, Is
that of the territor reconstruction of Europe y the adjustment of
frontiers and by forming new States to raise a b erauinstthepn.n
Germanists, such States as Poland, Bohemia, the Magyar
Staue. and the o uso-sl.ur State.

e pPro of the league of nations conres in the third place, but it
will then be in a posium tor more favorable consideration. It iz clea
that if the first two probl tion and territorial reo lu:uan
are eatisfactorily cleared m;d the entenie, it will be relatively eas to
solve the third, as the world, convinced by what the entente will
done, will want to transform the entente into a lengue of nations nct
greater extent by all the nations warthy of a place.

Last comes the qneatlon of the *freedom of the seas.” And by
coming last It has the best chance for success. 1t is easy tn understand
that a real and durable solution of that problem can follow ounly from
the extension of {he leagune of nations. Such an extension implles a real
disarmament 4n Eu.roﬁ,! but this ent can come about only after
Prussian militarism been absolutely destroyed. Land disarmament
having been accomplished, it wlll be relati ma.:r to d!sarm on the seas
and trom that will resulf the *freedom of

rt, when England can be assurcd of not being menaced by any
con‘l:in power she will lmve no longer any intercst in earrying the

mmlion of the problems before the ce
conferemce is only an application of common sense. But it is indis-
pensable to assure vl-ctm'y that this order shall be Tollowed. Therefero
public opinion must demand that the lea;ﬂ.a of mations and the * free-
dom of the seas ' shall be discussed only their logical place ; that is,
affer all the urgent problems growing directly out of the war have found
a practical selution.

INDEFENDENCE OF ARMENIA (8. DOC. XD, 316).

Mr. LODGE, Mr. President, I have here a memorandum in
regard to Armenia and her claims to freedom and national in-
dependence, which I should like to have printed and referred to
the Committee on Foreign Nelations.

The VICE PRESIDENT. Without objection, that order will
be made.

THE EEVENTE.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 12863) to provide revenue, and for
other purposes.

Mr. SIMMONS. There are Senators here who desire to take
up next the gection with regard to the luxury taxes.

Mr. KENYON. Page 199, section 905. Does the Senator de-
sire to take that up at this time?

Mr. SIMMONS. I have just stated that at the request of
Senators I will take it up now.

Mr. KENYON. -Iwish to make a few observations before a
vote is taken. .Does the Senator wish to address the Senate on
the subject?

Mr. SIMMONS. I do not care fo make any statement to the
Senate further than I have already made. T will state to the
Senator that I requested the Senator from Utah [Mr. Saroer]
to look after this section for ine if I happened to be out of the
Chamber.

Mr. KENYON. Mr. President, I ulah to-draw the attention
of the Senate to section 905, page 199, of the printed bill, I
realize how useless it is generally, especially amid the confusion
in the Senate, to draw attention to these sections and try and
have the action of the committee changed by a veote of the Sen-
ate. I think there have been at times as many as 12 or 138
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Senators in the Chamber during the discussion of this bill—
seldom any more—and when the time comes to vote on a section
Senators rush in, the chairman of the committee announces in
the midst of the roll eall that a vote “yea” is to sustain the
committee and a vote “nay” is against the committee, and
Senators almost fall over themselves supporting the committee.
I think if the people of the country could look down from the gal-
leries on some of these proceedings they would wonder what is
the use of having any Senate here outside of the committee.

So it is with great diffidence that I disagree with the commit-
tee in their action in striking out section 905. It is what is com-
monly accepted as a section providing for a tax on luxuries. I
find in no report of the committee any reason for this action,
neither in the majority report nor in the minority report. We
have had no word on the floor from the chairman of the com-
mittee or any member of the committee as to why this was done.

The theory of the section as placed here by the House is that,
while wearing apparel and articles that may be covered by the
section are not in themselves luxuries but necessities, when
more than a certain price is paid they become luxuries. In
other words, it is a tax upon ostentation. As the House pro-
vided, as to suits of clothing of $50 this tax would not apply,
but where more than $50 was paid there would be a tax of 20
per cent on the surplus above the $50.

Upon shirts under $3 in value, no tax; above that, a tax.
That ought to be a sufficient price to pay for a necessary garment
of that character, but if some people wanted to array themselves
in a glory equal to Solomon’s and pay more than that, the tax
should be levied. That is the theory upon which the House
concluded to make this section a tax upon luxuries. Now, the
action of the committee, it seems to me, is amazing. At a time
when we are raking every source of revenue and business in
this country to secure taxes we are striking out of this bill the
tax known as the tax on luxuries.

What the House committee in their report say I want to
put in the REcorp, because I realize that the Senate will not
pay much attention to this matter, but I realize that the people
of the country some day are going to begin to inguire about this
bill and begin to study it and observe the soft cushions for the
lighting of those who have secured great war profits, and they
are going to inquire why it is that the Congress of the United
States, especially the Democratie Party, strikes out of the
bill the tax on luxuries. The House committee say in their
report :

In recommending excise taxes in the pro
has endeavored to select articles that fall within two classes: (1) Ar-
ticles that are more or less a luxury because of their nature and (2)

articles that become in the nature of a luxury when sold for more than
a fixed price.

That is the basis of this provision.

The purpose of the committee in recommending these taxes is two-
fold: (1) To provide revenue and (2) to reduce extravagance.

Of all the reports that come to the Senate from the com-
‘mittee, the only one at all referring to this, as I read it, is the
‘report of the Senator from Wisconsin [Mr. LA Forrerre]. He
sﬂys:

I am also of the opinion that the proposed taxes on occupation,
amusements—particularly of the cheaper kind—taxes upon freight,
(express, and passenger rates, upon telegraph and telephone messages,
and consumption taxes generally, should be eliminated from the bill
and that a heavy tax should be {mposed on luxuries,

i Mr. President, not only is there the necessity of securing
i revenue, which this would do to the extent of $185,000,000, as
| estimated in the House report, but if the amendment which I
' shall propose to the text shall be adopted, providing for a tax on
meals at hotels, restaurants, dining cars, above a certain amount
in value, it will add enough to this to make a $200,000,000 tax
on luxuries. Can anybody tell me, in these times when we are
taxing everything under the sun except the air we breathe,
why this tax on luxuries should not be levied? There is some-
thing more than raising revenue. Senators, there is a psychol-
ogy about this situation. It is a blind man indeed in this
country who buries his head in the sand and will not look out
and see the conflicting tides flowing in the ocean of our na-
tional life to-day; and that psychology is this: You do not
want to send word to the people of the country or have them
believe that a tax bill is so shaped as to favor big business,
and so shaped as to favor those who have secured the great
war profits, and so shaped as to take the taxes off of the in-
consequential and useless luxuries.

What can be said to you Democrats in doing that? What
leadership are you following? For 100 years, since the second
inaugural of Thomas Jefferson down to April 8, 1913, when
Woodrow Wilson addressed the American Congress, your party
has stood for a tax on luxuries.

ged bill your committee

I remember as a boy Roger Q. Mills coming out to Towa to
instruct our farmers as to the beauties of free trade. I trav-
eled as a boy 125 miles to hear that speech. It did not ime
press me any about free trade, but I did remember what he
said as to a tax on luxuries, and your leaders all the way down
to the present moment have been for it.

What is the matter with you Democrats, anyway? One of
your leaders is in Paris and another is retiring from public life
in order to recoup his private fortune. You had better get
some leaders back to try to get you back to your platforms
through all these years, and not have you seduced by those
who are against the proposition of taxes on luxuries.

I remember when we had the debate here on the Underwood-
Simmons bill. The distinguished Senator from New Hampshire
[Mr. Horris]—I wish he were here now—one of the best men
who ever sat in any legislative body on earth, one with a heart
that has some responsive beats to the great henrtbeut of human-
ity—in a speech he made here, enunciated that Democratic doc-
trine of a tax on luxuries; and that strong Demoecrat from
Indiana—Senator Shively, who has gone to his reward—enun-
ciated the same doctrine here; and that great Democrat from
Kentucky—great of heart, great of brain, and great of body,
who has likewise passed to his reward, dear old Ollie James,
and I wish he were here now—on that night, with crowded gal-
leries, made this Chamber ring with the old Democratic doc-
trine of taking the taxes off of the sugar bowl of the poor and
putting them on those who could best stand it.

You have gone out on the stump from one end of this country
to the other preaching that doctrine—and I am talking in a heart-
felt way to you Democrats, because I like you—but you have just
been thrashed completely, and when you do this you will be
“wiped off the map.” I do not want to see you come to such an
unfimely death so suddenly. You have gone to every part of
this country and talked to the people about the tax on luxuries.
I do not believe that there is a man on the other side of this
Chamber who has not made that kind of a speech. I have heard
some of you do it in days gone by.

What is the matter? What has gotten into you? Is there
such a fetish for committee action that you do not dare vote
against the committee? Have you any independence when a
great question like this is involved—one that is fundamental?

Mr. HITCHCOCK. Mr, President—

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from Nebraska?

Mr. KENYON. I yield.

Mr. HITCHCOCK. Can the Senator from Iowa give us any
assurance of what support there will be on his side of the
Chamber ?

Mr. KENYON. There will be a very strong support; I will
give the Senator from Nebraska that assurance.

Mr. HITCHCOCK., I am very glad to hear it,
zome doubts.

Mr. KENYON. I think, while it has been one of the cardinal
doctrines of the Democratic Party fo tax luxuries, it has like-
wise been a eardinal doeirine of progressive republicanism as
well. Not only that, Mr. President, but you could glean a good
deal of wisdom from once in a while consulting the writings and
messages of Grover Cleveland, that honest old Democrat, who
was always willing to have the truth told.

Mr, THOMAS. Mr. President, I respectfully protest against

I have had

.| the classification of the late Grover Cleveland as a Democrat.

Mr. KENYON. That may be the reason, Mr. President, why
Inxury taxes have been stricken ont of this bill, Grover Cleve-
land stood for taxes on luxuries.

Mr. THOMAS. No, Mr, President; but because Cleveland, in
his administration, was a great deal more of a Republican than
he was a Democrat.

Mr. KENYON. I am afraid that if the old former President
in the world beyond can hear that he certainly will be shocked.
Anyway, notwithstanding this admonition, I will venture the
suggestion that in his third annunal message Grover Cleveland
said:

The, taxation of luxuries presents no feature of hardship.

You Democrats have sent out to the country every year, bound
in nice binding, these Demoeratic campaign textbooks [exhibit«
ing], wonderful works of the veriest fiction, tales that rival those
of Baron Munchausen, clothed in a modesty that is quite wonder-
ful, that all the relations of the universe and everything that is
good have come from the action of the Democratic Party.

I notice in one of these publications that eredif is taken en-
tirely for the Smith-Lever bill for the Democratie Party, when
everybody knows that the old patriot from Vermont, Senator
Pace, had more to do with the passage of that bill than any
other living man, a fact which has been so generously conceded
many times by the Senator from Georgia [Mr. SyiTH].
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But I wish you would take up and read your own prommulga-
tions to the American people. Of course, there are some parts
of these promulgations that you would not want to read. The
arraignment of ex-President Taft, I imagine, in one of these
books for junketing around the country at public expense when
he ought to have been in Washington is something perhaps you
would not want to read; but the general doctrine therein emun-
ciated is that taxes should be imposed on luxuries. I am not
going to fill the REcorp with them. You held out the Under-
wood-Simmons bill as something for the people to support, be-
cause it levied such duties on luxuries.

Why the ehange? 'There seems to be so much mystery about
this bill. We had the newspaper amnouncement of the terrific
fight that the Republieans were going to make agaiust the bill,
and then overnight it all seems to have been changed. I hopt:
that some reason ean be given us for this change.

I wish we could go further in the tax on luxuries. I never
see an automobile coming down the street with distinguishably
gowned Iadies sitting in the rear seat, and a Pekinese pup sitting
by their sides, or some stalwart man, as youn. can see every
night, out exercising some of these chow-chow dogs, that I do
not wish that we could put a tax on some of these things, and
either blot out this nauseating ostentation or else raise some
revenue.

I shall introduce an amendment to the text of the commitiee
amendment, should it be voted down, providing, in addition to
the taxes therein eontained, that there shall be ineluded in the
prohibition against exemption the amount of every meal at any
hotel, eafé, dining ear, or enting house in excess of $2 per person.

If Senators would only understand this bill as it has come
to us from the House, it provides that on earpets and rugs of
over $5 per square yard there shall be a 20 per cent fax. Rugs
may be neeessities, but of course the usnal necessities would
be comprehended under the term of $5 per yard. If people
want to surround themselves with oriental rugs and luxuries
costing more than that, let them pay for it; that is reasonable.

The Senator from Washington, in his speech on the Simmons-
Underwood bill, uttered something that I thought a good deal
about under this problem of taxation, and it applies to that
exact sitnation. He said at that time that we should tax super-
fluities. So with this bill

As to the second item, picture frames in execess of $10 each;
is that not enough to spend en an ordinary picture frame? If
you want a picture frame that is gilded or bronzed to cost more
than $10, it is in the nature of a superfluity ; but if that should
appeal to you, then pay for it. Those who ean have these great
luxuries are willing to pay for them. Taxes upon such articles
can be colleeted without irritation and without injuring any-
body.

Vallses, in exeess of $25 each. If anyone wants to pay more
than $25 for a valise or a traveling bag, why not let him pay a
tfax on it?

Hand bags, in excess of $7.50 each. What harm will come
to anyone whe wants to buy a hand bag for $35 or $40 by being
compelled to pay a tax upon the amount in exeess of the $7.507
So it runs—umbrellas, suits of clothes, women's suits of clothes,
and so forth.

But I Teave this, Mr. President, without further remark,
merely calling it to the attention of the Senate in the hope that
there will be some discussion and some consideration——

Mr. CURTIS, Mr. ASHURST, Mr. JOHNSON of South Da-
kota, and Mr. JOHNSON of California addressed the Chair.

The VICE PRESIDENT. Does the Senator from Iowa yield;
and if so, to whom?

Mr. CURTIS. I desire fo address the Senate if the Senator
from Iowa has concluded, and I thought he had concluded.

Mr, KENYON. I will conclude in a moment.

I repeat, Mr. President, I merely call this question to the at-
temtion of the Senate in the hope that on this item, at least, we
may have a vote which will reflect the individual judgment of
Senators without any question of their being in any way afraid
to oppose the Finance Committee.

Mr. ASHURST. My, President, I should like to ask the Sen-
ator a question, but if the Senator has comncluded, of course I
will not do so. {

Mr. KENYON. I have concluded, but I will be very glad to
answer any question that I ean.

Mr. ASHURST. Mr. President, I simply wish to ask the
Senator if he does not believe this was a clerical error?

Mr. KENYON. I hope that may be true, but, as there has
been no minority report, I assume that no error was made.

Mr. ASHURST. I am inclined to believe that it is only a

clerical error, because the Democrats are bound, so far as faith
and conscience can bind men, to tax the very artieles of luxury
which the committee, through some inadvertence, has stricken

out, and I have no doubt that when the roll is ealled the vote on
this side will be unanimous to correct this egregious blunder.

That provision—paragraph 905—of the House bill which the
committee proposes to strike out imposes n tax—a small tax—
on what we eall the luxuries of life; in other words, it provides
for a tax on those things which are beyond the reach of the
man whe is denominated in his life as a poor man. It lays a
very small tax on lixuries, and I repeat that I feel bound to
vote against the committee in this matter, because since I
have been making political speeches it has been my particular
text that we should tax luxuries.

I have gone about this country liks a peripatetic voleano in
eonstant eruption, urging a tax on luxuries. I think the Senator
from Iowa [Mr. KExyox] has performed a very useful service
to the eountry in ealling attention to it.

Now, just one other word. The distingnished Senator from
Colorade [Mr. Troumas] objeeted to Grover Cleveland being
called a Demoerat. Grover Cleveland has passed from this
earthly seene to, I believe, a better world. Whatever he was,
whether he was n Demoerat, a stand-pat Republican, a Pro-
gressive, or what not, he had two qualities that commended
themselves to me: He had the chilled-steel nerve to do just ex-
actly what he thought was right in spite of ten thousand furies
that barked at his heels; and Grover Cleveland was honest. In
his lifetime I did not agree with him on many questions; but
Grover Cleveland never failed to sustain the honor and integrity
of this couniry. It was the statesmanship of Grover Cleveland
that built the Navy that showed our prowess during the Spanish
War, and in the perilous times through which we have passed,
I am very certain had Grover Cleveland been alive his voice
would have rung out in support of President Wilson on the great
questions that have eonfronted our people. We have Cleveland
Democrats, Bryan Demoerats, high protective tariff Democrats,
and all other kinds of Democrats. We do not want any hyphen-
ated Democrats; we simply want Democrats. A Democrat is o
man who votes for a fax on luxuries; a stand-pat Republican is
a man who vofes aganinst a tax on luxuries.

Mr. JOHNSON of South Daketa. Mr. President, T wish fo
ask the Senator from Iowa the amount of revenue, if he knows,
which will be derived from this section?

Mr. KENYON. I did not understand the Senator.

AMr. JOHNSON of South Dakota. I inquire the amount of
revenue that will be derived under this section?

Mr. KENYON. Approximately $185,000,000, according to the
House figures, and I think conceded by the committee.

Mr. JOHNSON of South Dakota. 1 expect to vote against the
committee on this matter, and I wanted to know the amount of
revenue that would be derived.

Mr. JOHNSON of California. Mr. President, I wish to occupy
just a very few moments this morning in the interest of his-
torical preservation, and so I want te recall what has transpired
in the past very, very briefly in one aspect eoncerning the
revenue bill, and then I want te call to the attention of my
colleagues what this particular revenue bill provides for.

A little over a year ago this Chamber was the scene of the
greatest contest I have witnessed since I have been a Member
of it, a contest rendered memorable by the faet that we were
dealing {hen with a revenue bill such as the country had never
before seen, and dealing then with modes of taxation concern-
ing which there was a wide divergence of opinion. I reeall
during the consideration of that revenue bill in August, 1017,
that a very small minority of this bedy—9 upon this side and
8 upon the other side, 17 in all—stood their ground as well as
they were able in presenting to the Senate and to the people
of the eountiry the mode of taxation which that small minority
believed to be just. I reecall also during the consideration of the
war-revenue bill then that that small minority—17 Senators—
stood here upon this floor and demanded that war profits should
be taxed S0 per cent, demanded it day in and day out, until
overwhelmed by the vast number of their fellows and defeated
in the amendments they then presented. I recall, Mr. Presi-
dent, during that time how the verbal shot and shell and shrap-
nel beat us to the ground, and how the poison gas on the part
of the press that responds to the big business of this country
spread broadeast the infamy of the 17 men who dared to stand
upon this floor and ask that war profits be taxed S0 per cent.
I recall a part of the great metropolitan dailies of the land
telling of the anarchists and of the pro-Germans who were
here in the Senate of the United States asking that we take
with the strong arm of the law war profits, the money ecoined
out of our blood, in the same fashion that we had clutehed
the bodies of the boys whom we love. I remember during that
period how from the eastern border of our land to the utfermost
corner upon the western shore there was abuse and denupciation
and vilification and constantly applicd epithets of all sorts to the




1918.

CONGRESSIONAL RECORD—SENATE.

761

men who dared ask 80 per cent of war profits. I recall how
during those days the 17 who favored this sort of thing talked
of England, and how England was taking 80 per cent of war
profits, and how, in the year just previous, England had taken
G0 per cent, and in the time immediately prior 50 per cent, and
how it was related that for three years the great war profits
of this country had gone untouched into the coffers of those
who had coined war into dollars. I remember that as we
talked about that 80 per cent it was asserted again and again
to us that you could not take 80 per cent of war profits; that
it was confiscatory; that it would not enable business to con-
tinue in its ordinary and normal flux and flow ; that productivity
would cease; and that you would destroy utterly the great in-
dustries of the Nation.

All of these things happened a year and a couple of months
ago in this Chamber. The 17 went down to defeat with their
proposition asking 80 per cent. They went down to defeat;
and possibly that part of the great press of the country that
responds always to profit, no matter how that profit may be
coined, sent us down not only to defeat but possibly to infamy
for all time.

I wish to recall the passing events since transpiring. In May
of this year the President of the United States, in an address,
gaid to Congress:

Only fair, itably distributed taxation, of the widest incidence
and drawing chiefly from the sources which would be likely to demor-
alize credit by their very abundance, can prevent inflation and keep
our industrial system free of speculation and waste. We shall natn-
rally turn, therefore, 1 suppose, to war profits and incomes and lux-
uries for the additional taxes, .

The President, in May of this year, recognized after the de-
bate of last year and after the months that were spent in the
endeavor to demonstrate the appropriate mode of taxation
that we would turn to war profits and incomes and luxuries for
additional taxes. Then he added in another part of his address:

An intense and pitiless light beats upon every man and every action
in this tr%’?lghﬂo of war that is mow upon the stage, If lobbyists
hurry to Wa gton to attempt to turn what you do in the matter
of taxation to thelr protection or advantage, the light will beat also
%ﬂn them, There is abundant fuel for the light in the records of the

easury with regard to profits of every sor The profiteering that
can not be got at by the restraints of conscience and love of country
can be got at by taxation, There is such profiteering now and the
i.n.formnggn with regard to it is available andp indisputable,

And I may say that there was profiteering at the time we
passed the revenue bill in 1917, and the evidence was indis-
putable and was put into the Recorp during the debates upon
that bill.

But subsequently to the address of the President there was a
discovery made by the Secretary of the Treasury, a discovery
that sheds a great, white, effulgent light upon this subject; a
discovery that finally brought home to all of us the taxation in
which England was indulging, and the possibilities that might
come to us in taxation which we should levy. The Secretary of
the Treasury on June 5, 1918, in a letter to the Ways and Means
Committee of the House, says:

The existing excess-profits tax does not always reach war profits,
The rates of cxcess-profits taxation are graduated, and the maximum is
60 per cent, In Great Britain there is a flat rate of 80 per cent on all
war profits.

If the Secretary of the Treasury had not made this startling
discovery in June, 1918, a waiting and an expectant Congress
would have been in ignorance until now of the rate of taxation
that was levied by Britain and the possibilities which might have
come from a tax of 80 per cent on war profits. Last year when
we were crying from the housetops for three months what Britain
charged upon her war profits, when we were demanding that
the very largest percentage of war profits should be taken from
those who made these profits from our war, when we proved
indisputably profiteering and that billions made from profiteer-
ing were escaping, where was the knowledge of the Secretary
of the Treasury and where was the recommendation then in
relation to 80 per cent?

You may answer me, and the answer, I presume, may be made
upon this floor to-day, that we did not levy a tax of 80 per cent
upon war profits last year in order that we might have a reser-
voir for this year of war profits. The very statement of the
proposition is its own refutation. You could have taken 80 per
cent of war profits last year and you could have relieved normal
business, real, legitimate business, ordinary business, of a couple
of billion dollars that ordinary normal business will have to pay
in the days to come. Every dollar that was left of war profits
in the last revenue bill, every penny that was coined out of the

war that was permitted to go into the coffers of those who,

coined those war profits will have to be paid in the future, Mr.
President, by normal business, peace business, in peace times,
and by normal industry and normal productivity.

I resume reading what is said by the Secretary of the Treasury
in his letter to the Ways and Means Committee !

In Great Britain there is a flat rate of 80 per cent on all war profits,

How naively the Secretary of the Treasury says in June, 1918,
that in Great Britain there is a tax of 80 per cent! How feeble
were our voices in August, 1917, when for three months we
were shouting that fact not only on the floor of the Senate but
wherever and whenever we could obtain an audience to listen!

The Secretary of the Treasury proceeds, in his letter to the
Ways and Means Committee:

The Goyernment departments, under great pressure as they are to
get necessary war materials and supplies with the utmost expedition,
can not in the nature of things fix thelr prices nor guard their contracts
in such a way as to avoid the possibility of profiteering. The one sure
wa(tly is to tax away the excessive profits when they have been realized.
1 do not say this in a spirit of criticism of the corporations or business
men of the country, who have for the most part loyally supported the
Government, In entering into war contracts they take ve risks.
They are called upon to make vast expenditures of eapital for purposes
which may prove unproductive after the war. They are not to be
blamed in these circumstances for asking for prices and terms which
cover these risks, On the other hand, when the risk has been liguidated
by proper allowances and the contract had proved profitable, the Gov-
ernment should take back in taxes all profits above a reasonable re-
ward. Under existing law that does not happen, because the tax rates
are not high enough and can not safely be made h enough, since
the test now is not how much of the pro are duoe to the war but what
relation the profits bear to the capital invested, A company with a
swollen eapital and huge war profits escapes.

So much for the justification of the position which we took a
year ago—tardy justification and vindication—by the President
and the Secretary of the Treasury, and now, Mr. President, what
do we observe in the present revenue bill?

I have read the report of the Senator from Wisconsin [Mr.
La Foriterte], in which he takes issue with the percentage of
war-profits tax that is stated by the Finance Committee to be in
the revenue bill, but I accept for the moment, but only for the
moment, the view of the chairman of the Finance Committee
and the others of the Finance Committee who have spoken upon
the subject, that the bill provides for a tax of 80 per cent upon
war profits. Now, assuming that it does what the chairman of
the Finance Committee and the members of the Finance Com-
mittee say, we have then presented to us a revenue bill which,
adopting the language of the members of the Finance Commit-
tee flung at us a year ago in this Chamber, is anarchical, is
designed to destroy business, is pro-German, is, indeed, a bill
which is aimed at preventing the successful prosecution of the
war, and is a bill which no man with an atom of financial
sense, as they said to us a year ago, could for a moment advo-
cate. What a marvelous change now! What a miracle, that
the li?‘lnance Committee boasts it now taxes war profits 80 per
cent

I accept the conversion of the Finance Committee. I welcome
the members of the Finance Committee finally, after two billions
of war profits have escaped taxation, to an 80 per cent rate upon
war profits this year, and I am delighted to-day, finally, in the
latter part of 1918, after two billions of war profits have escaped
taxation in 1917, to welcome the Finance Committee of the Sen-
ate to membership with the 17 who stood upon this floor a year
ago and asked that 80 per cent of war profits then be taken
while we had the opportunity.

Mr, LENROOT. Mr. President, will the Senator yield?

Mr. JOHNSON of California. I yield. 1

Mr. LENROOT. The Senator does not mean that the bill as
reported by the Finance Committee takes 80 per cent of the
war profits?

Mr. JOHNSON of California. I accept, as I said, their state-
ment in that regard ; and accepting their statement as they have
made it upon the floor here, while not admitting the fact, I
welcome them to membership in the very small minority that a
year ago advocated a tax of 80 per cent upon war profits.

Mr, LENROOT. Will the Senator yield further? i

Mr. JOHNSON of California. Yes. L

Mr. LENROOT. The Senator is aware that the bill upon its
face first exempts 10 per cent of the capital?

Mr. JOHNSON of California. Yes.

Mr. CHAMBERLAIN. Mr. President, there is a little bill that
passed the House some days ago that affects the Army uniforms.
I wish to ask unanimous consent that it may be taken up and
considered now.

Mr. SIMMONS. Will the Senator wait until we dispose of
this item? Then I shall not interpose any objection.

Mr. CHAMBERLAIN. I do not think the bill will require any
further than the reading.

Mr. SIMMONS. If the Senator will wait until we finish this
item, then he can take it up.

Mr. CURTIS. Mr. President, I hope the Republicans will sup-
port the amendment offered by the Senator from Iowa.
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Mr. KENYON. Mr. President, may I make g suggestion to
the Senator? I have not offered the amendment I had in mind.
The question now is on adopting the committee amendment,
which is to strike out that section.

Mr. CURTIS. Then I hope the committee amendment will be
defeated.

1 was glad to have the Senator refer to the Simmons-Under-
wood bill, because if that is an evidence of Democratic taxation
on Iuxuries the people should know it. Last year we imported
into this country $3,000,000,000 of merchandise. We collected
on that merchandise a revenue of $180,000,000 only. Of that
$3,000,000,000, $500,000,000 were luxuries. Why, there should
have been collected upor the luxuries alone more than $200,-
000,000 in revenue. This provision, if retained in the bill, will
carry only $185,000,000. We ought to have more than that from
imported luxuries, to say nothing of a tax upon luxuries pro-
duced in this country. There should be a proper tax upon
luxuries, a tax that would not be a burden upon anyone, for a
tax should be fixed in accordance with ability to bear it. A
proper tax on imports, a large tax on imporfed luxuries, and a
reasonable tax on domestic luxuries would produce at least
§1,000,000,000 a year, while the provision of the committee on
luxuries will raise only $185,000,000.

A year ago, when the revenue measure was up, I took the posi-
tion in this body that the expenses of the war, as far as pos-
sible, should be paid by those who are making large profits out
of war contracts, those who have large incomes, and those who
use luxuries. Nothing was done in that measure fo tax luxuries
to any great extent; and now, when the bill comes here from
the House with a provision placing a very small tax on luxuries,
it is stricken out by the committee!

I do hope that those on this side of the Chamber will vote
against the committee amendment.

Mr. SIMMONS. Mr. President, I wish first to refer only
very briefly to the statements made by the Senator from Call-
fornia [Mr. Joaxson]. The Senator rather felicitates himself
and some of his colleagues who joined with him when the reve-
nue bill of 1917 was under consideration in advocating an 80
per cent war-profits tax, and he congratulates himself that the
Finance Committee and the Ways and Means Committee have,
as he claims, come to his way of thinking upon that subject.

Mr. President, the Senator forgets that the present law, the
one to which he refers, contains a war excess-profits tax rising
as high as 60 per cent, and that a 60 per cent excess-profits tax
is higher than this 80 per cent war-profits tax. That G0 per
cent rate applies to income in excess of a deduction of only 8
per cent of the invested capital. This 80 per cent rate applies
only to income in excess of a deduction of the entire net earn-
ings of the corporation during the prewar period. So the maxi-
mum rate, if you take into consideration the deduction, is
zreater in the present law than in the proposed law, although,
of course, the average rate is reduced by the lower brackets
contained in the existing war excess-profits tax.

But it was noi to that that I desired to call attention. The
Senator from California knows, and every Senator here knows,
ihat in 1917 we were levying a tax to raise about $4,000,000,000.
To-day, even after the reductions that we have been able to
make as a result of the armistice, we are levying a tax to raise
$6,000,000,000. As a result of the fact that we are levying for
the purpose of raising a larger amount of money than in the act
of 1917, all the taxes in this bill, the cxcess-profits tax as well
as many other miscellaneous taxes, are raised to a level consider-
ably higher than that reached in the present law.

Mr. President, it would have been a crime against the people
of this country if when we needed only $6,000,000,000 we should
have levied as high taxes upon the people as when we need
$8,000,000,000. If we have come to these higher taxes it is only
because we have been forced to come to them by the necessities
of the Government and by the increased expenditures of the
Government.

Then I call the Senator’s attention to a further fact. He says
we permitted war profits to escape. While we imposed in the
last bill a war excess-profits tax of 60 per cent at the maxi-
mum, there was also in existence a flat tax of 12} per cent upon
the profits arising from the manufacture of munitions of war.
The term “munitions of war” includes practically everything
that is manufactured for the purpose of equipping men to fight,
outside of the clothes they wear and the food they eat. Under
the last bill we imposed a maximum tax upon war profits of 60
per cent above a deduction which is small as compared with the
present deduction, and in addition we had a munitions tax
originally imposed at the rate of 121 per cent and subsequently
reduced to 10 per cent.

But, Mr. President, I do not wish to pursue that any further.
I rose for the purpose of addressing myself to the very remark-

able ent of the Senator from Iowa [Mr. Kexyon] and to -
the statement that has been made by different Senators upon
the floor with regard to this proposition. !

Mr, President, I must believe that the remarks of the Sen-
ator from Jowa and of other Senators with respect to that
matter are based upon an entire misconception of what has been
done. I do not think there is anyone in this body who believes
more heartily than I do in a properly adjusted luxury tax. I
believe the members of the Finance Committee will bear me
out when I say that when this bill was under consideration,
when the Senator from Utah made a proposition to strike out
all the luxury taxes in the bill, all these special taxes, all these
excise taxes, and substitute for them a gross-sales tax, I sald
then that I never would consent to the elimination of what I
regarded as luxury taxes for the purpose of substituting con-
sumption taxes. That is the way I feel about it. I am as
heartily in favor of luxury taxes as the Senator from Arizona
[Mr. AsHURST] or any other Senator upon this floor. I believe
it is a just principle of taxation that the things which are
unnecessary should be heavily taxed as compared with the
things which are necessary. I think that is the principle which
the committee followed in this matter. I do not remember with
absolute certainty as to the vote in the committee upon this
subject, but my impression is that there was no division in the
committee upon the proposition to strike out these taxes; but if
I am not correct, the Senator from Michigan [Mr. TowNSEND],
who is an honored member of the committee, will correct me.

Mr. TOWNSEND. I will remind the Senator that there was,

Mr. SIMMONS. T am told the Senator voted against it.

Mr. TOWNSEND. I voted against it.

Mr. SIMMONS., Did any other Senator in the committee vote
against it?

Mr. TOWNSEND. I admit there was very little discussion
upon the proposition. Many of us believed that these had better
be retained and many of the taxes that were also retained elimi-
nated so that we could get at more just taxes.

Mr. SIMMONS. I think it was practically a unanimous vote.

Mr. President, when I say I believe in taxing luxuries, I refer
to those things which in their nature and their essence are luxu-
ries, which are not necessary, which ecan be dispensed with, and
which if bought are bought only by those who can afford more
than the comforts of life.

Let me call the attention of the Senate to what has been actu-
ally done by the committee. There are two classes of these taxes
that have been designated by the press loosely, I think, as luxury
taxes and semiluxury taxes. In my opinion they do not deserve
to be so characterized, but there are in the bill distinctive luxury
taxes, and these have been kept in the bill. There have been
reductions, and those reductions were in keeping with the amount
of money which by reason of the practical termination of the war
we were able to remit to the people.

Let me ask Senators to take the bill and turn to page 193.
That section begins with a tax upon automobiles. I am not
going to discuss the question whether an automobile is a luxury
or not. There are some people who think it is; there are some
people who think it is not. In any event Congress has hereto-
fore decided the question that automobiles are legitimate sub-
jects of taxation under the circumstances which exist.

But passing that by, Mr. President, the next provision with
regard to thesec taxes that we come to is the tax upon pianos
and organs, piano players, graphophones, talking machines, music
boxes, records, and so on. Those taxes were retained. Tennis
rackets, nets, racket covers, toboggans, polo mallets, baseball
bats, and a whole category of sporting articles are enumerated.
The tax upon these is retained.

Then we come to chewing gum, supposed to be a luxury. The
tax upon that is retained. On cameras the fax is retained. On
candy the tax is retained but reduced. Upon firearms, shells,
cartridges, and so on, the tax is retained. On hunting and bowle
knives, dirks, daggers, stilettos, brass knuckles, and so on, the
tax Is retained. On portable electric fans the tax is retained.
On thermos bottles the tax is retained. On cigar and cigarette
holders the tax is retained. On automatic slot-device weighing
or vending machines the tax is retained. On liveries and livery
boots and hats the tax is retained. On hunting and shooting
garments and riding habits the tax is retained. On articles
made out of any fur, or articles of which fur is the component
material of chief value, there is a tax of 10 per cent. On yachts
and motor boats the tax is retained. On toilet soaps and toilet
soap powders a 3 per cent tax is retained. Then there is a tax
upon moving-picture films, which is retained. Upon paintings,
sculptures, statuary, porcelain, and so on, the tax is retained.

Finally, Mr. President, without enumerating them all, we get
to the tax imposed upon jewelry, pearls, precious and semi-
precious stones, articles made of or ornamented, mounted, or
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fitted with precious metals or imitations thereof, opera glasses,
marine glasses, field glasses, binoculars, and so on, the tax is
retained.

That is what I have regarded as the luxury title of the bill.
Those taxes are upon things that are unnecessary, as a rule. In
the public mind they are regarded as luxuries, and they were
properly and legitimately the subject of taxation under the cir-
cumstances.

But, Mr. President, when we come to these other taxes which
the Senator from Iowa thinks are distinctively luxury taxes, I
contend that they are in no true sense luxury taxes. They are
taxes upon necessaries of life when those necessaries are sold
beyond a certain price. That is all there is in that schedule.

Mr. KENYON. May I ask the Senator just one question to
illustrate my position? Does the Senator think that a woman's
hat costing over $15 is a necessity?

Mr. SIMMONS. I think a woman’s hat is a necessity.

Mr. KENYON. 8o do I; but one costing over $§157 The Sen-
ator is a married man and he must know that it is a good deal
of a luxury.

Mr. SIMMONS. I do not know whether it is a luxury or not,
but the Senator will permit me to develop my idea.

Mr. President, here are things that are taxed. I will not read
them all. First, is a tax on carpets and rugs in excess of $5
per square yard; then follows a tax on picture frames in excess
of $10 each; then we come to trunks in excess of $50, valises
above $25, fans above $1, smoking coats or jackets above $7.50,
men's and boys’ suits or overcoats, not including uniforms, on
the amount in excess of $50; women's and misses’ suits, cloaks,
and coats in excess of $50; women’s and misses’ dresses in ex-
cess of $40; women's and misses’ hats, bonnets, and hoods in an
amount in excess of $15; men’s and boys’ hats in an amount in
excess of §5; men's and boys’ caps in an amount in excess of $2.
The rate in each case is 20 per cent.

Mr. President, I want to say that not only the rich but dur-
ing these times of high prices—and these taxes are imposed in
times of high prices—not only the rich buy hats costing in ex-
cess of $5 but the laboring men of this country, and the men
of moderate means have very generally purchased hats costing
in excess of $5, because—

Mr. McCUMBER. Mr. President——

Mr. SIMMONS. Because we must recognize the fact that a
hat which can be bought in normal times at $3.50 can not now,
as a rule, be bought for less than $5. So we are practically im-
posing a tax upon hats which in normnl times would sell for
not more than $3.50.

Mr. McCUMBER. I wished to ask the Senator if he thought
it was possible to buy a woman’s coat made out of wool for
$£40 to-day?

Mr. SIMMONS. I do not.

Mr. McCUMBER. I will tell the Senator that one was shown
me only a couple of days ago, a very light woolen coat, that cost
$74, and if it is a good woolen coat you can not touch it for less

“than $90, and even more than that, While to-day we are voting
.to take our war-working girls home because they have not money
enough to return, you are wanting to put a tax upon a coat
.that they must buy in order to get home. On nearly every one
of these articles the price is put over the demarkation between
. what might be called luxuries and what might be called a neces-
'sity, and they are below the lowest possible price at which you
can buy them to-day, I do not care what the class may be.

i Mr. KENYON. Will the Senator allow me?

! Mr. SIMMONS. Let me go on and finish the 1list here.

! Mr. KENYON. I wish simply to call attention to an adver-
tisement here in the city of girls' cloa

i Mr. McCUMBER. And when you come to look at the adver-
tisement you will have a piece of shoddy that will not last until
you get home with it if you put it on.

Mr. KENYON. How many of the girls earning $1,200 a year
are buying $70 and $60 cloaks?

Mr. McCUMBER. It is because they can not get it for any-

.thing less if it is fit to wear. If they would buy it for $20 or $25
or $35, I say it would not last them for a week. Anyone who
knows anything about clothing will justify me in that statement.

. Mr. SIMMONS. Let me go on. I want the Senate to under-
stand what these things are.

The next are men's, women's, misses’, and boys’' boots, shoes,
pumps, and slippers in excess of $10, 20 per cent.

Mr. President, there are many war workers—these young
girls who have come here to assist the Government in the great
emergency from which we have very happily emerged—who
came here from motives of patriotism, yet they would have been
unable to come except for a salary. Thousands of these very
girls have to buy shoes, and I will venture to say that while
their everyday working shoes might not have cost $10, each one

of them has a pair of shoes which cost over $10, for you can not
buy a woman’s good shoe for less than $10, and you can not buy
a man's good shoe for less than $10 in these times. It is true
you may buy shoes made of leather substitutes or you may buy
shopworn shoes for less than that sum, but the shoe that you
now buy for less than $10 is subject to the defects that I have
described or it is made out of inferior material.

Mr. KENYON. Mr. President, there is no tax on shoes which
do not cost $10 a pair.

fn;ibSMONS. There is a tax on all shoes costing in excess

o :

Mr. KENYON. Yes.

Mr, SIMMONS. The committee further reported to strike
out:

) (s 18) Men s and boys' neckties and neckwear, on the amount in cxcess
L1}
(19] Mens and boys silk stockings or hose, on the amount in ex-

cess of %V
(20) omen s and misaea silk stockings or hose. on the amount in

excess of $2 per
(21) \luns aerls on the amount in excess of $3 each
naaz) Men's, womens misses’, and ‘bo pajamas nlghtgowns and
erwear, on the amount in excess of $5 each’
(23] Kimonos, petticoats, and waists, on the xmount in excess of $15
each,

Mr. President, take these 23 classes as a group, and, excvept
the first 9, they cover the clothing which the people of this
country wear. It is now proposed, if a workingman is making
good wages during these war times and is able to pay these
higher prices, that he shall be taxed if his clothing shall cost
him in excess of a modest sum. That is one reason why we
did not feel that these were proper taxes to impose upon the
people. We did not regard those as the luxury taxes which
the political parties of this country are committed to impose.
The taxation of luxuries is no more a prineiple of the Demo-
cratic Party than it is of the Republican Party ; both parties of
this country have committed themselves to the principle of
taxing luxuries, but both parties, as represented upon the com-
mittee, agreed that these were not the kind of luxury taxes to
which the principle in gquestion has reference.

However, Mr. President, there is another objection to this
which can readily be appreciated by Senators who will consider
and reflect about the matter. All the stores of any consider-
able size in this country, if these taxes are imposed, will have
to keep a separate account of each article, showing the amount
for which it is sold in excess of a certain price. !

As a result the business of the country would be put to great
expense in keeping such accounts by reason of the time that
would be lost by the salesmen and the number of bookkeepers
that would be required in order to properly keep the necessary
accounts, for the Government will not take the mere statement
of a person that he has collected a certain gross amount under
the luxury taxes imposed in this bill, but the Government has a
right to require, and necessarily will require, that each mer-
chant engaged in business selling any of these articles shall
keep a set of books separate and apart from his other books
showing each one of these sales and the correct amount of the
tax received.

Mr. President, it was represented to your committee, and it is
a fact, I think, that the actual expense to the business people
of this country of keeping the necessary accounts and books
will in many instances be even greater than the tax itself. Of
course, this might not be so, as a rule; but, even as a rule, it
can be seen by every Senator who will think about it that
this is a tax which is imposed, not upon the merchant, but which
is imposed upon the people though the merchant himself must
bear an additional expense, for he has, of course, necessarily to
pay the expense of keeping the books required by the Govern-
ment. In many instances, I say, it will be found that this ex-
pense will average as much as the tax to be derived from this
source by the Government.

Mr. President, I do not wish to elaborate this matter. So far
as I am concerned, whatever the Senate decides to do I shall
accept. I think it is an obnoxious tax; I think it is a burden-
some tax; and I think it is not a luxury tax in any true sense
of that word.

Mr, SMOOT obtained the floor. )

Mr. GRONNA. If the Senator from Utah will permit me, I
desire to ask a question of the chairman of the committee,
merely for information.

Mr, SMOOT. I will yield for that purpose.

Mr. GRONNA, On page 193, in subdivision (1), under the
title of “ Excise taxes,” section 900, I find this language :

(1) Automobiles, motoreycles, antomobile trucks, automobile wagons,
automobile trailers or tractors.

It is the latter part of the sentence as to which I should like
to have either the chairman of the committee or the Senator
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from Utah explain. Is it undersl:ood that all purchasers of
farm {ractors must pay a tax of 5 per cent?

Mr. SMOOT. Yes; if it is an automobile trailer or a tractor.

AMr. GRONNA, What I had special reference fo was farm
tractors.

Mr. SMOOT. I will answer the Senator from North Dakota
that the tax ig imposed upon the manufacturer or the importer,
but, of course, in reality it will reach the farmer who purchases
the tractor.

Mr. GRONNA. Yes; I wished to plainly understand it. We
know that the smaller kind of tractors mow cost about $1,500
or $1,600; that means that on every such tractor there will be
at least an $80 tax. Many of these tractors cost $3,000. They
are largely tractors that will pull about 6 plow bottoms; but
a great many farmers buy the large tractors which will pull
10 plow bottoms, and which cost about $6,000. So that class
of tractors will pay from $150 up to $300 tax on a common
tractor. Is that the way that the committee understands it?

Mr. SMOOT. That is the way the committee understands it.

Mr. JOHNSON of South Dakota. Mr. President——

Mr. SMOOT. Mr, President, I desire to proceed. I merely
want to explain to the Senaie my position on section 905 and
to alse give some of the reasons for the action of the committee
in striking out that section,

In the first place, I wish to say that I am opposed to all nag-
ging and irritating taxes, and at some time in the future they
are going to be wiped out of our revenue legislation, in my
opinion, as all of the taxes imposed under the title in which
section 905 is found ought to be eliminated from the bili, with
few exceptions.

I wish to say to the Senator from Towa [Mr. KExyox] that
the House inserted section 905 primarily for the purpose of
discouraging consumption. If the Senator will read the House
hearings and the recommendations of the department, he will
see that the action of the House was based upon the idea that
the labor of this country should not be employed in the manu-
facture of luxuries which the people could do without. Based
upon the recommendations of the department, the House of
Representatives put the tax in the bill primarily for the pur-
pose of limiting, as far as possible, the production of so-called
luxuries. I do not think, however, it acted wisely in the selec-
tion of items called luxuries as found in section 905.

I wish to emphasize the fact that, after the bill came to the
Finance Committee of the Senate, it was stated to the commit-
tee by the officials of the department that the administration
of the proposed tax was going to be not only expensive, but in
many cases next to impossible. For instance, take the item of
silk hose, to which reference was made a little while ago. A
man goes to a store and buys a pair of silk hose for a dollar and
a quarter., There is an exemption from tax of a dollar, leaving
25 cents to be taxed upon that sale. Twenty per cent of 25
cents would be the tax on that sale and it would amount to 5
cents. An account of this 5 cents must be made upon the books
of the company making the sale and report of it made to the
Commissioner of Internal Revenue. It would cost the merchant
many times 5 cents and the item would encumber the records of
the department so long as the records are kept. Better would it
be for the merchant, rather than to undertake to do this, to
forego making the sale.

In referring, Mr. President, to the imposition of taxes upon
so-called luxuries, an inference has been made that the commit-
tee had refused to impose luxury taxes but had proposed to
secure the same amount of revenue from some other source, and
inference was made that the business of the country was escap-
ing just taxation under this bill. I am perfectly willing, Mr.
President, to criticize this bill where it needs criticism, as all

~ Senators are aware, and I know there are discriminations in
the bill which can not be defended. Section 905, under consid-
eration, does not impose taxes in a just way.

If Senators will note, they will find that out of the taxes to be
raised under this bill, amounting to $5,974,466,000, as estimated,
there will be raised $5,467,000,000 from the income tax, the
war excess-profits tax, the inheritance tax, beverage taxes,
cigar and tobacco taxes, and the floor tax on cigars, tobacco,
and liquors. In other words, from the income tax there will be
renlized $2,207,000,000—and we must remember that there is an
exemption upon the income of every citizen of the United States
before any income taxes are imposed—from -the war excess-
profits tax, $2,400,000,000; from the inheritance tax, $100,000,-
000; from beverages, $450,000; from cigars and tobacco, $240,-
000,000 ; and from the floor tax on cigars, tobacco, and liquors,
570,000,000, or, as 1 have said, a total of $5,467,000,000. From
those sources alone there is to be collected of the amount of
taxes imposed under this bill 913} per cent, or, in other words, all

of the taxes imposed by this bill outside of the six sources which
I have named only amount to 8% per cent of the aggregate.

I voted to strike out this provision because I wanted to strike
out every item under Title IX with the exception of about half
a dozen. They would be expensive and diffienlt of administra-
tion on the part of the Government. They are nagging, irritat-
ing taxes, falling upon all of the people, and they ought to be
eliminated. That is the reason I voted to strike out this sec-
tion, and if I had the chance I would vote to have the others go
out, as I said in my speech upon this bill,

‘Mr. WEEKS and Mr. GRONNA addressed the Chair.

The PRESIDING OFFICER (Mr. Suepparp in the chair).
Does the Senator from Utah yield; and if so, to whom?

My, WEEKS. I merely wish to ask a question.

Mr, SMOOT. The Senator from Massachusetts rose first. I
will yield to him, and then I will yield to the Senator from
North Dakota.

Mr. WEEKS. 1 wish to ask the Senator from Utah if any
estimate has been made of the cost of collecting the taxes pro-
vided for under this section?

Mr. SMOOT. None was given to the committee, but I will
say that it was stated that hundreds, if not thousands, of em-
ployees of the Government would have to go from one end of
the *country to the other to check up the tax returns under
this section, and nobody could tell what the cost of collecting
it would be.

This is my position: If we want to impose a luxury tax, let
us say what luxuries are, and impose a tax upon every cent of
the sale price of such luxuries, and not over and above n certain
price.

Mr. KENYON. Mr. President—-

Mr. SMOOT. Under the House provision, if a suit of clothes
sells for less than $50 it will pay no tax, but if it sells for $60
there will be a tax on the $10 over and above $30; and, if the
‘Senator from Iowa will allow me just a moment, I wish to
say to the Senator that a tax of that kind would simply mean
this: If a suit of clothes made of wool sells for $60 to-day, and
there were imposed a tax upon the $10 excess over $50, the
first thing the merchant would do would be to buy a suit of
clothes which, through the addition of shoddy, if in no other
way, could be sold for $£50, and thus eseape the tax entirely.

Mr. McCUMBER. Will the Senator yield to me right there?

The PRESIDING OFFICER. To whom does the Senator
from Utah yield?

Mr. McCUMBER. The suggestion I wish to make is in
reference to the very point just brought out by the Senator
from Utah. Would not that so Treduce the quality of those
goods that the actual wearing capacity of the article manu-
factured would not be half of what it would be if it were all
wool, and would we not thereby compel the person who bought
the cheaper suit in reality to buy two suits to equal the wear-
ing value of the one all-wool suit?

Mr. SMOOT. Mr. President, the bad effects of the use of
shoddy has never been demonstrated so thoroughly as during
this war. You can take ladies’ clothing manufactured to-day,
costing more money than the same kind of article cost before
the war, sometimes twice as much, and it is loaded with shoddy,
and it does not wear half as long.

I called attention some time ago to the overcoating that was
furnished our Government for our soldiers. I have seen sol-
diers’ overcoats that could not possibly wear very long, 80 per
cent of it being shoddy and only 20 per cent of it wool.

I now yield to the Senator from Iowa.

Mr, KENYON. Mr, President, I rose to ask a question of the
Senator, not to make a speech. Would it be any more difficolf,
in the Senator’s judgment, to collect these taxes than tnxes on
telephone messages and telegrams and transportation?

Mr. SMOOT. Yes, Mr. President.

Mr. KENYON. I do not see why.

Mr, SMOOT. I will tell the Senator why. On telephone mes-
sages all that is necessary is to keep track of the number of
telephone messages sent. Under the pending section say there
are a dozen sales made in the same day at'a price over the limit
provided in the section, a record must be kept and return made
on each sale showing amount of sale and tax collected. If it is
a $60 suit of clothes sold, a deduction is made of §50; then a tax
of 20 per cent is imposed on the balanece, and a separate record
must be made of the sale and report made. The only proper
way to impose a tax is to impose it upon all of the sales, not a
part of them. That is why it is hard of administration; and it
is going to be very costly to administer.

If the Senate will take the position that every item enumer-
ated in the section is an article of luxury and wants to impose
a tax of 20 per cent upon them, then there would be some sense
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to a tax of that kind. Such a tax would be easy of adminis-
tration. The House imposed this tax, as I said, not because
these articles were luxuries per se, but because the House
wanted to restrict the consumption of the articles enumerated,
if possible. We all know that it takes the labor of the country
to make these goods, and labor was wanted upon the farms, in
the factories and machine shops. It was wanted in making
munitions for the country and for our allies; and the provision
was put in the bill more for the purpose of discouraging the pro-
duction of such articles than it was for the imposition of the tax.

Mr. McKELLAR. Mr. President, will the Senator yield?

Mr. SMOOT. I yield to the Senator from Tennessee.

. Mr., McKELLAR. Would not the same difficulties of collec-
tion apply to hunting and shooting garments and riding habits,
which, on page 196, are taxed at the rate of 10 per cent, that
would apply to the articles here?

Mr. SMOOT. O, no. That is a straight 10 per cent tax upon
the sale of the article.

Mr. McKELLAR. Well, this would be a 20 per cent tax upon
sales above a certain price.

Mr. SMOOT. Yes; and that is just where the difficulty comes
in, not only of keeping account of it by the merchant but of re-
porting it to the departinent, and showing just what the tax
was on a certain percentage of the sale. In other words, the
whole transaction must be reported and kept track of in de-
tail, whereas the other sales can be made in bulk.

Mr. LENROOT. Mr. President, will the Senator yield?

Mr. SMOOT. 1 yield to the Senator from Wisconsin.

Mr. LENROOT., I eall the Senator’s attention to two or
three paragraphs following that cited by the Senator from Ten-
nessee, where pleasure boats and canoes, if sold for more than
$15, are required to pay a tax.

Mr. SMOOT. Yes, Mr. President. I will say to the Senator
the reason for that is that there are little boats that are used
for personal use in going to and from their homes; and we did
mt want to tax the individual or the family that only used a
boat for such a purpose as that, and had to use it every day.

Mr, LENROOT. But it does present the same difficulty?

Mr. SMOOT. It does, as far as that goes; but, as I under-
stand, there are only a few of these boats in the United States,
and we did not want to impose a tax upon them.

Mr. THOMAS obtained the floor.

Myr, JOHNSON of South Dakota. Mr. President, will the
Senator yield?

Mr. THOMAS. I yield to the Senator.

Mr. JOHNSON of South Dakota. Touching the matter taken
up by the Senator from North Dakota [Mr. GroxNA] with re-
gard to the excise tax on automobile wagons, automobile trail-
ers and tractors, I just want to say that a few days ago I intro-
duced an amendment to strike that from the bill; and I shall
take it up as soon as I can get the floor after the Senator from
Colorado concludes.

Mr. THOMAS. The Senator will not be able to take it up
until the committee amendments are all disposed of.

Mr. JOHNSON of South Dakota. It is a committee amend-
ment.

Mr. THOMAS. An amendment to a committee amendment?

Mr. JOHNSON of South Dakota. Yes.

Mr. THOMAS. Mr. President, I voted in the committee for
the excision of this line of taxes, first, because I thought they
were too high in view of the sudden and happy close of hos-
tilities, and for the additionmal reason that the application of
the term “luxury ™ to the great bulk of these articles was a
misnomer ; I also believed, and I still believe, that if the House
provision is retained in the bill it will serve to place a premium
upon the manufacture and sale of shoddy and imitation goods.

For instance, take the subject of clothing. A suit of clothes
costing in excess of $50 under the provision of the bill requires
the payment of a tax of 20 per cent upon the excess over that
sum. I wonder if there is a Senator in the Chamber wearing
a suit of woolen clothes which cost less than $50 if purchased
within the last 12 months? Such a thing may be possible, but
I do not think it is at all probable.

I am wearing a suit of clothes which cost me nearly $100.
It is the first new suit of clothes that I have indulged in since
the war began, and for some time previous to that period. It
was made to order, and perhaps for that reason it cost more
than would have been the case if I had bought it ready made,
but owing to the symmetry of my figure and the perfection of
my form it is impossible for me to obtain any custom-made
clothing that will pass muster in the eyes of my wife, and I
am therefore compelled to resort to the other method. I do not
consider that I indulged in a luxury when I secured this sujt
of clothes.

LVII—49

We must remember, Mr. President, that the price of raw
material has advanced enormously since the war began. Wool
has increased several hundred per cent since the war began,
and unless I am mistaken the price of wool to-day in the
market is in excess of 65 cents a pound. That is raw wool.
When scoured it shrinks fully 70 per cent. Consequently the
actual wool in the raw material that is fit for manufacture
will cost three times 65 cents, or $1.95 a pound. With wool at
that market price, to say nothing of the increased cost to manu-
facture the cloth and make the snit, who will contend that a
$50 suit of clothes is a luxury?

In this excluded list is an item of 20 per cent upon all rugs
and carpets costing in excess of $5 per square yard, except
those which are imported. To-day the sum of $5 will not
secure the wool that goes into a square yard of carpet, and a
carpet is not a luxury in this latitude. This is one item. :

Take that of shoes. The price of shoes has increased some
200 or 300 per cent—200 per cent, at least—and as a consequence
the price of good shoes ranges all the way from $10 up, and par-
ticularly shoes which are made for women, which are much
more expensive than those which are made for men. Is it pos-
sible that we are to impose a tax of 20 per cent upon the excess
lc;fltl_:e cost of shoes to the consumer over the sum of $10 per

air?

Silk, Mr. President, has ceased to be a luxury. There are
luxurious silken goods, but silk has become as common and as
necessary a fabric as cotton and wool in the ordinary consump-
tion of the day. All silken garments and articles of wearing
apparel—neckties, even—have increased in price enormously;
yet we are levying a tax upon silken goods as luxuries, when
they formz a part and parcel of the necessities of everyday life.

Much opposition was made to the consumption tax proposed
by the Senafor from Utah [Mr. Satoor] of 1 per cent upon re-
tail sales, because it was a tax upon consumption; yet, under
the pretense that we are placing a tax upon luxuries, we propose
to penalize the consumers of the country to the extent of a 20
per cent tax upon articles which they must have, which are
necessities, and which I think they will surely resent if, under
the guise of luxuries, this enormous tax is placed upon them.

There may be here and there a number of items in this ex-
cluded list which are not absolute necessities. It may be that
ladies’ fans are luxuries. It will be pretty hard to convince
a woman that they are, especially in the summer time; and I
know of few women who would be satisfied with a dollar fan
in these times, for fans also have increased in price. But if
more than that amount is paid a direct tax of 20 per cent is
immediately placed upon the excess. Now, as a matter of faet,
the excess will be largely, I think, above the minimum price
fixed for this line of goods. It may be, now that hostilities
have ceased, that prices will show a tendency toward reduc-
tion. I have not yet observed it, and I do not believe that appre-
ciable reductions will appear for some time to come, because of
the enormous demand for the necessaries of life which will at
once exhibit itself when normal conditions shall have returned
and the interchange of commerce between the nations really
begins. So, Mr. President, I cast my vote in the committee, as
I shall cast it here, for the excision of these items.

Now, Mr. President, a word upon another subject,

I was much impressed with the brief but graphic address of
the Senator from California [Mr. Jorxsox] a few moments
ago with regard to the war-profits and excess-profits schedule
or title of this bill. My position upon that subject is known,
though perhaps not as well known as it would have been if I
had been honored with a greater attendance in the Senate a few
days ago when I discussed my proposed substitute for the entire
title. I fully agree with the Senator in his attitude regarding
a tax upon war profits. I think they should be made the basis
of an immense amount of the revenue that we propose to raise
by this bill. The difficulty with the bill, however, is that it not
only confounds so-called excess profits, condemned by ihe
Secretary of the Treasury and by the President, with war profits,
but it extends both to profits which are not the result of
profiteering, not the result of the war, thereby combining and
confounding the just with the unjust, the good with the bad,
by treating them all alike,

I believe, too, that the war-profits tax should be extended to
partnerships and to individuals, for there be profiteers and
profiteers; and the corporation is not the only sinner, neither
iz the capitalist. The man who sells raw material, the man
laboring in that raw material, who takes advantage of war
conditions and demands undue profit or compensation, is a
profiteer. His unjust gain may be comparatively small, but it
is a profiteering gain just the same. This bill does not reach
these people. This bill, on the contrary, exempts and excludes
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a very large class of individuals, and a comparatively large
class of individuals associated together as partners, whose
undue war profits we can reach only by a system of income-tax
levies.

The Senator, of course, knews that Great Britain reaches this
line of profiteers by a very heavy increase in its pereentages of
tax upon eomparatively small incomes, but if we attempted to
do that here we would at once awaken the same outery agninst
taxing the man of modest income, the poor man, that we have
eonfronted under the provisions reported in the bill upon those
subjeets.

In the report of the House committee upon this bill, on page
8, is a table which illustrates what T am saying by a com-
parison of the income tax under the United Kingdom laws and
under the laws of Canada and of France. It will be observed
that where we get $30 on a given income of $2,500 Great Britain
takes $210.94. If we go up to $5,000 the rate of levy under this
bill is $180. The rate in the United Kingdom bill is $750.
I will ask leave to print in my remarks page § of the House
report upon the revenue bill of 1918, under which the enormous
exeess of percentages of income-tax rate upon small incemes in
Great Britain as compared with ours is very graphically shown:

Tncome taxes upon specified incomes of married persons or heads of families with no dependents levied in the United States, United Kingdowm,

Canade, and France.
\
United States tax under— United Kingdom tax. Canada, France.
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It iz a method and perhaps the only me
small profiteers, yet I do not believe there
sound of my voice who would vote for such a raise on
to-day, simply because it reaches teo many people, it
too many profiteers; it gets the small profiteer as well
large one.

I confess I sheuld not advecate it myself for the very good
renson that I do not believe in placing such a heavy hand upon
the man with a legitimate income for the purpose of reaching
the profiteering ineome of the man whose returns are practically
at the same rate. I mention that——

Mr. SMITH of Michigan. Mr. President——
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Mr. THOMAS. Just a moment. I mention that for the pur- |.

pose of emphasizing the difficulty which the committee studying
this very important and complex question would be eonfronted
with, all along the line from the man with a $2,500 income to
the man with an income of $100,000. I yield to the Senator
from Michigan.

Mr. SMITH of Michigan, I was somewhat struck with the
statement of the Senator that the application of the British rule
was 80 widespread it would find no sanction here.

Mr. THOMAS. Only as to small incomes.

Mr. SMITH of Michigan. As to small incomes. Buf does not
the Senator think that the virtue of an income tax lies or should
lie in the universality of it?

AMr. THOMAS. Certainly.

Myr. SMITH of Michigan. That ought to apnly to all ineomes.

Mr. THOMAS. Certainly, to all income in execess of six or
seven hundred dollars.

Mr. SMITH of Michigan. Any attempt (o relieve classes of
citizens is fraught with dangar and cught to be avoided. I am

sorry the Senator believes that & rule so universal would have
no special favor here.

Mr. THOMAS. The Senator misunderstands me. I believe
that there is a very strong sentiment against placing high taxes
upon small incomes. I do not believe there is a Senator here in
favor of placing a large tax upon small incomes. The British
tax apon small incomes is mueh more than twice as heavy as
the Ameriean tax upon small incomes. I agree with the Sen-
ator that the exemptions from income tax should be very low,
the lower the better.

Mr. SMITH of Michigan. Under the British systemm I be-
lieve the exemption is $640, but if this system is to be perma-
pently suceessful it must be fair and just and apply fo all
people alike in proportien to their income. In that .y invidi-
ous distinctions are aveided. I think there is no person so poor
as that he would not be happy to contribute his mite toward the
expenses of the Government if he had an opportunity to do so.

Mr. THOMAS. I do not think the Senator and I disagree.
But to illustrate my contention let me call attentien again to
this table. Under the proposed law the amount cellected frem
a $5,000 income weould be $750 in Great Britain. The same
income would pay $180 here. Take $7,500. Here the tax is
$470. In Great Britain it is $1,687, or nearly four times as
much. It would be impossible for us, if we would reach the
small profiteer, to impose such enormous ges of tax
upon small incomes. The difficulty is one which ean net be
overcome by that means, and the small profiteer will escape that
contribution which even under a 40 or 50 or GO per cent war-
profits tax the big profiteer must respond to.

Mr. President, before I take my seat I wish to refer to a
little incident of this morning, and for which my genial and
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very dear friend the Senator from Arizona [Mr. Asuurst] has
taken me to task. During the remarks of the Senator from
Iowa in support of this amendment I challenged his statement
that Grover Cleveland was a Democrat, Let me assure my
friend from Arizona, and the Senate as well, that I intended
and I made no reflection whatever upon the character of the
former President. Such was not my purpose. Of his honesty,
of his integrity of purpose, I make no possible question. Of
his courage no man can make any question. Indeed, his cour-
age was, in my judgment, a defect rather than a merit in his
official career, warped as it was in a wrong direction. An hon-
est and courageous man in high position who goes wrong is
more dangerous than one of weaker fiber. My remark was
based upon the faet that Mr. Cleveland was elected by an over-
whelming majority of the American people both in the popular
vote and in the Electoral College upon a platform unmistakable
in its meaning and voicing the sentiments of his supporters.
He set his face against one of its principal features regardless
of consequences. He found his party strong, supreme, and
effective. He left his party ruined, broken into a thousand frag-
ments, and doomed to an exile of many, many years. For this
he was responsible more than any other man.

There c¢an be no question, Mr. President, that the utter lack
of harmony between the administration and the mass of the
Democratic Party during the last two years of his last adminis-
tration, due to his stubborn disregard of his party associates,
doomed it to the calamity of political defeat. And cveryone
knows that Mr. Cleveland opposed his party in the campaign

of 1806. It was for these reasons that I made protest to his

democracy. I have made it frequently. I made it everywhere
in 1896 and again in 1904, and so did many other Democrats
far more prominent in its councils than I ever have been,

Mr. MARTIN of Virginia. Mr., President, I shall occupy a
very few moments, 1 desire to say to the Senate, and I trust
I will not be misunderstood in saying it, that there is a very
general desire that the Senate shall be at recess the balance of
the week after to-day. It has transpired that that conviction
has permeated the Senate to such an extent that it is now prac-
tically certain that there will not be a quorum of the Senate in
the city after to-day. As it is very important that this bill shall
pass the Senate and go to the House before the recess com-
mences, I feel that I am taking no unreasonable liberty when I
bring it to the attention of Senators that the bill will have to be
passed to-day or we will be without a quorum and the bill be
unpassed.

My object is to appeal to Senators on both sides of the Cham-
ber to unite in the purpose to conclude the bill to-day and let
it go to conference, in order that we may not break up here, as
we certainly will have to do to-day, when there will be no
quorum of the Senate in the city after to-day. I am assured
that reservations have been made sufficient to demonstrate the
fact that the bill must pass to-day or it will not pass this week
and will not go to conference until after the 2d day of January.

I appeal to Senators to cooperate to that end. In doing that
I know, of course, Senators will understand that I have no wish
to interfere with any Senator who desires to express his views
about the bill, but I want him to do it with a full knowledge of
the situation, so that he may, as far as he is inclined to give his
views, do so, but that he may limit his remarks, so that we may
be enabled to reach a final disposition of the bill to-day, for if it
goes to conference before the recess it must be passed to-day.

I am sure Senators will appreciate the need as fully as I do.
I simply desired to bring to their attention the conditions which
confront us and appeal to Senators on both sides of the Cham-
ber to unite and cooperate in completing the bill to-day.

Mr. THOMAS. Mr. President, I think the warning given by
the Senator from Virginia is very timely and necessary. I
think he has stated the absolute fact, but I want to say that it
is o humiliation to me as a Senator to be required to stay here
and attend to public business in face of the fact that so many
seem to prefer a good holiday season at this eritical period of
American affairs to staying here and attending to the publie
business.

Mr. ASHURST. My, President, I had intended to speak for
seven or eight minutes on this particular subject, but I appre-
ciate the force of the suggestion and statement of the Senator
from Virginia, and hence I will consume but three or four
minutes.

There has been much doubt as to whether or not this was a
mistake on the part of the committee. That doubt has been
dispelled, and I am bound to say in seriousness that the
speeches made by the chairman of the commitiec [Mr. Sra-
aoxs|. by the Senator from Utah [Mr. Saroor], and the Senator
from Colorado [Mr. THoxAs] have cleared up a good deal of
misunderstanding as to what was the intent and purpose in
striking from the bill {his tax, which a great many Senators

believe to be a tax on luxuries. T have no doubt the misappre=
hension arose from a statement that was given to the press
by the distingnished Senator from Pennsylvania [Mr. PENRosSE],
who announced that all taxes on luxuries would be removed as
soon as the committee could reach a report. I will read from
the Toledo News-Bee, n newspaper printed in Toledo, Ohio,
under date of November 23, 1918. The headline is:

War taxes to be lower soon, says Senator BolEs PENROSE,

The headlines continue as follows:

In the meantime be an optimist on America.
This is the view of Senate’s tory leader.

That is the headline. Here is the editor’'s note:

One of the most powerful men in the Republican Party is Senator
Boies PENROSE, of Pennsylvania. He is also a silent man. Both in
Republican national conventions and in the Senate he does his most
effective work in committee rooms. He scldom makes speeches In
the Eenate, confining himself to keen-edged questions which are bard
to answer on the spur of the moment, e is also very seldom inter-
viewed. His views, as here set forth on the Nation's future and its
finances, may be taken as the views of the dominant faction in the
Republican Party, which expects to control the next Congress,

Then there is an article by Mr. Milton Bronner, a very cele-
brated writer, who says:

Bhare prosperity.

WasHixeTox, November 23.

On the immediate future of this country be & bull, In other words,
be an American optimist. The country is in for presperity which will
be shared alike by the eapitalist and the wage earner.

This is the view of Senator Boigs PENROSE, from the industrial State
of Pennsylvanta, DIEN20SE, as everybody knows, is the leader of the
conservative, or tory, or reactionary forces in the Senate. Ile is the big
boss of the hepubllmn organization in Pennsylvania,

MAY BE A SENATE LEADER.

If the old leadership of the G. O. P. succeeds, he will be the chairman
of the Finance Committee in the next Congress, and, therefore, will
have a very large part in shaping the fiscal policy of the Natlon.

Then follows the interview, and I am bound to say it-is
largely a very sane, statesmanlike paper; but the Senator from
Pennsylvania, like Cyrano de Bergerac in the play, in his last
line hit. I will read that paragraph. The Senator concludes
his interview as follows:

It may be some consolation to know that those huge burdens of taxes
will only be paid once, The annoying taxes of n smaller variety, taxes
on transportation. sales, luxuries, and similar articles and transactions
will be among the earliest to go.

To a wayfaring man, a Senator who is not on the Committee
on Finance when a great bill is brought in of nearly 300 pages,
the ranking member of the Republican minority announcing in
advance that all taxes on luxuries would be removed, such
Senators must be pardoned, when they see an appearance of
taxes on luxuries having been removed, for believing that those
appearances are justified, especially in view of the interview of
the Senator from Pennsylvania, which announced that luxury
taxes are to go.

Mr. SIMMONS. I think the Senator misunderstands the last
declaration the Senator from Pennsylvania made, that trans-
portation, sales, and lnxury taxes must go. When he said that
he was referring to some future time when we get rid of the
war taxes. The transportation taxes are still in the bill. He
could not have referred to their going out, because there never
was any suggestion that they should go.out. They have not been
raised, however. They are the same as the present Iaw. They
have not been increased.

Mr. ASHURST. That is all I care to say, Mr. President.

Mr. McCUMBER. Mr. President, I realize the great difficulty,
in bringing any number of Senators to a consideration of a re-
view of their own conclusions, conclusions that are very often
formed upon a mere surface glance at a provision without study,
without considering any of the reasons, and immediately ex-
pressing themselves and finding themselves in a position where
they must either plead guilty of inconsistency or else stay by,
their first conclusions. The Senator from Arizona has stated
that for years he had been making speeches to his constituents
in which he had proclaimed that it was the duty of Congress to
lay good and strong and heavy taxes upon luxuries, and he sees
something in the bill which he deems does not conform to that
view, and immediately announces that he is against it and
hopes that his party will be against it. The Senator from Kan-
sas [Mr. Cuntis] immediately declares that he hopes that every,
Republican will vote against the amendment that was adopted by,
};he committee, because as he views it is not conforming to his
dea.

Now, let me put that question straight to the Senator from
Arizona, and I think I will be able to get his own views, and I
believe when I get them upon a true statement of the facts we
will not very materially differ. ‘

Mr. CURTIS. May I interrupt the Senator before he goes inta
that?

Mr, McCUMBER. Certainly.

Mr. CURTIS. What I said to-day did not relate to domestic
luxuries, I asked for a very high duty on imported luxuries.
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Mr, McCUMBER. Yes; and I will agree with that part, not
only that we should have a duty but a high duty. The Senator
from Arizona las said to one of his confiding constituents that
it is his purpose as a Seuator to see that in a tariff bill luxury
shall be taxed, and the Senator hopes for the retention of the
provision of the House to carry his own statement into effect.
Now, let us see what the result will be.

If the Senator says to this constituent, “ I know that you can
not buy a good woman’s coat, all wool, for less than $60 or §70,
but you can buy cheaper goods—that is, an article 15 or 20
per cent shoddy for $40—and thereby I have taxed the lux-
ury, but I have not taxed you,” and if that constituent is a lady
who knows anything about ihe worth and value of an article
which she is buying she will say to the Senator, “ Wool is not a
luxury. I am entitled to a woolen coat; it is not a luxury and
has never been considered as a luxury. It is true that I can
buy a shoddy coat for $40, but my $70 suit will last me two
vears, while the shoddy suit I could wear only six months, If
T am going to wear coats, I shall have to buy two of those shoddy
suits or three to get the same value that I would get out of one
of the $70 suits, which is all wool.” Will not the good lady, the
constituent of the Senator, immediately call his attention to the
fact that instead of relieving her from paying this excessive tax
he lias compelled her to buy two suits where she ought to have
bought but one? The Senator knows as well as I do any anyone
elsc who has bought a shoddy article to wear that one good
wouolen suit of clothes for man or woman will ouflast three suits
that have even 10 or 15 per cent of shoddy in the mixture.

As g matter of fact, I do not eare what your advertisements
are in your papers, you can not go into the city of Washington
to-day and buy a good woolen coat of wool, a winter coat, for $40
or even $50. I have some reasons for knowing.

I want to say that there are some articles in this Iist that
probably could stand that tax, and it would apply only to those
wiho are able to buy what you ecall luxuries, but remember that
the suit of clothes which cost you $40 before the war, and which
was not a luxury then, costs you $70 or $80 to-day. Now, you
are getting the same thing. It is no more a luxury fo-day be-
cause you have got to pay twice as much for it than it was a
luxury before, and yet you are going to put a heavy tax on
everyone who is already taxed to death in order to be abla to buy
that woolen suit.

Now, I come to shoes. The Senator from North Carolinn
[Mr, Siaramoxs] says you can not get a good pair of shoes short
of §10. I Lelieve that is true. He is correct when he buys
women's shoes, and probably he could get men's shoes that
would be first class short of $10. You can buy a $6 shoe to-day,
but is it economy on the part of those who can afford even
to buy a $10 shoe to pay $10 for a pair of shoes that will last
them 18 months rather than to pay $6 for a pair of shoes that will
last them 6 months? Are you doing a kindness {o that pur-
chaser when you say to him or her we. will compel you to buy
1 cheaper grade?

You can draw your own conclusion without a great deal of
study, that if on a man's suit of clothes or a woman’s suit of
clothes that costs $50 you put a tax of 20 per cent on all the
excess everyone knows that you are taxing a thing that 99 per
cent of the people of the United States buy every day in the
year, and you are putting a very unjust tax upoen it; and you
know further, if you know anything about manufacturers, that
they will attempt the moment you pass this bill to manufacture
one class of suits that enn keep them just below the taxing
amount, and to do that they have got to shoddy it enormously.
They will manufacture the other of good wool, which every
American citizen is entitled to have, and you will have a tax
of $10, $20, $30, and $40 to pay. I ask the Senator if he con-
giders that that is just to his constituents who want to buy
woolen goods. I know that a pair of shoes that costs $10 is
worth more than the difference between n pair of shoes that
costs $6 or $5 in its wearing quality.

Mr, ASHURST, The Senator has asked me a question, and I
think I ought to answer it.

Mr. McCUMBER. Certainly; I would just as soon have the
Senator answer it now.

Mr. ASHURST. What the Senator has said about clothing
nnd shoes is in the domain of true coniroversy, and I am bound
to say it is quite true when he limits it possibly to clothing and
shoes, I am not going to dispute his suggestion that when you
ro to get n good suit of clothes you have to pay $50. There is
no doubt about that fact.

My, McCUMBER. You can not get a woolen suit of clothes
to-dny that is made up rightly and good to last for £50.

Mr. ASHURST. I will grant that, and in inveighing against
this particular section, which I have said is also a tax on luxu-
ries, I am going to ask the distinguished Senator from North

Dakota this question: The House bill laid a tax on picture
irames where each picture frame cost over §10. Does the Sen-
ator think a picture frame that costs $10 is a luxury or not?

Mr. McCUMBER. I say you would not want one for $10
{hat you would have in your house,

Mr. ASHURST. I say a picture frame that costs over $10
when you are constantly appealed to to be economlical is a
Inxury, I know that boys of the age of 15 and 25 freguently
want to have their neckties and socks match in color and I
respectfully assert that a necktie that costs over $2 is a luxury.

Mr. McCUMBER. Very well. The person who buys a $2
necktie has parted with $2; he has paid somebody a profit, and
isx)l:l:l;::[l;md:; who made that profit is going to be taxed. That
s all.

Mr. ASHURST. So I could go on down the bill. I repeat,
I am bound in fairness to say that the Senator from North
Dakota makes a very strong point with reference to shoes and
with reference to clothing, but there are in the bill items other
ihan those relating to shoes and clothing.

Mr. THOMAS. Mr. President

Mr. McCUMBER. I yield to the Senalor from Colorado.

Mr. THOMAS. I desire to suggest that the purpose of the
other House, as 1 understand, in fixing the tax upon picture
frames costing in excess of $10 was not to tax a luxary, but to
prohibit a certain line of commerce during the war,

Mr. McCUMBER. That was the purpose of all of these pro-
visions.

Mr, THOMAS., It was the purpose of all of them.

Mr. McCUMBER. The purpese was not fto collect anything
out of them ; but the operation of the tax and the natural effect
of it, as a whole, would be enormously to tax people who are
now paying extravagant prices for everything which they
purechase.

I further yield to the Senater from Arizona now, if he hag
not finished.

Mr. ASHURST. The House bill, among other things, Laid
a tax on boys' pajamas where they cost over $5. 1 think that
in thes» times, when we are urging contributions for the Red
Cross and when we are all trying to buy liberty loan bonds.
the ordinary American boy would be satisfied with a pair of
$4.50 pajamas. I think a pair of pajamas costing over $5 may,
in fairness, be considered a luxury. Indeed, there are very
few of the sons of toil, these wlio produce the wealth, who, in
my judgment, wear pajamas at all.

Mr. McCUMBER. I will say that I do not, and I do uot
know anything about pajamas. ([Laughter.]

Mr. ASHURST. Neither do I; and that is the reason I think
they ar: a luxury.

Mr. McCUMBER. I do not know what they cost; I have an
idea, however, that if they are woolen they may not be pur«
chased for $5.

Mr. ASHURST. That may be true.

Mr. McCUMBER. And I rather think that your mountnineers
or your men out on the plains in the cold season in Arizoun ara
entitled to woolen pajamas.

Mr. SIMMONS. This is also a tax on men's and women's
pajamas as well as on boys’ pajamas.

Mr. ASHURST. I do not care to say anything further. Y
am going to be fair enough to admit that a vast deal which has
been said by the Senator from North Dakota is true, but I
maintain my original ground that a wvast number of these
articles from which the tax has been excluded, in the domain
of honest intellectunl expression and by the standard of ordinary
Americans, are luxuries.

Mr. McCUMBER., Well, it may be that we could pick out a
few of those that one does not very often buy, where you might
call the price above the price that is fixed as being somewhat
lnxurious; but there are very few of them to-day which I think
would come under the category of luxuries.

However, let me nsk the Senator from Arizona another gues-
tion, and it is based upon an entirely different view of this whole
subjecf. We purpose in this bill to tax incomes, and we propose
to tax incomes all they will stand. If we have not done it, then
we have not gone far enough on somwe of the incomes; that is all.
Is it not a far better way to do to tax the income and then let
a man spend his money, paying such prices as he sees fit for the

he buys or for the carpet lie buys to put down on his
floor? We may tax the dog woman of whom the Senator from
Towa [Mr. Kenyon] was speaking, by taxing her income so
greatly that she can not afford to keep the fluffy dog and the
fluffy man to lead him around, Would that not be a far better
way to meet that situation than it would be by placing a tax on
collars, for instance, to put on dogs?

Mr, ASHURST. Mr, President, when the Senator from North
Dakota begins to talk in favor of the income tax, Lis feel are on




1918.

CONGRESSIONAL RECORD—SENATE.

769

rib rock; his pesition is impregnable; and with merely one
amendment the income tax would be almost a perfect tax; that
is, if we required the returns to be made a public record we
should have, in my opinion, almoest an ideal tax.

Mr. McCUMBER. That may be a subject as to which there
might be considerable disagreement; but I am trying to speak
to this provision and to see whether or not we really ought to
impose a tax.

I desire to earry my thought a little further along that line;
and that is as to the right of individuals when they have earned
their money and when they have paid their proportion of tax
out of that money to do as they have a mind to do with what
they have left. One man may make a sumr of money and think
he wants to travel, and he uses his money in travel. He goes
over to Europe, and he views the battle flelds. That is what he
does with what remnant of his salary or of his income that he
has left. Another man would prefer to buy a little better carpet
for his home. Why not let men spend their money in that way
so0 long as the Government has taken its share out of that
money ?

I know people even in this city who, I do not think, have
enough to eat; they skimp and economize in every way in
order that they may go to the theater two or three times a
week. They enjoy the theater more than they do a good meal,
I might enjoy a good meal with my family better than I would
enjoy going to the theater. Then why, in heaven’'s name, can
you not let the other man and his family go to the theater and
spend his money in that way and let me buy a little better
carpet for my home and enjoy my fireside? Why should you
make the distinction where it is not necessary to do so?

I do not object to a tax on luxuries; tax them all you have a
mind to if they are real luxuries, but do not measure the price
of an article in war times in order to determine whether or not
it is a luxury. If we were to determine the standards of what
is and what is not a luxury by the standard of the price to-day,
I do not know a thing you can buy that would not be classed as
a luxury. All articles cost from two to three times as much in
price as they did before the beginning of this war, dnd they
are still going up. I do not want to send the $60 coat up to
$70, for I know the American people have got to buy. I do not
want to send the $10 pair of shoes or the $12 pair of shoes, if
they are the only pair of shoes one can get which are good, up
to a price which will be three or four dollars more and which
is still added to by making the tax a little higher.

An ordinary pair of boots for an officer now costs him $35,
where before the war he could have bought as good a pair of
boots for $8 or £9. Taking your standard of shoes at $10, at $20,
or $25, he must pay 20 per cent tax on them.

The Senator says that some of these things could stand a
luxury tax, and that is true; they could stand a luxury tax. In
other words, people could buy something, maybe, a little cheaper
which, in some instances, might last practically as long, but
there is no need for the provisions under this title. That is one
good reason against the whole of it, There is no oceasion for
it; we raise enough taxes without it. If we raise enough taxes
without taxing everybody for practically eyerything that he
buys, let us do it, for, God knows, what one buys now is heavy
enough in its price,

Mr. LODGE. Mr. President, there are no luxury taxes im-
posed in this bill. This is a part of the title which is ecalled
* Excise taxes,” and in section 900 there are a number of arti-
cles which are purely luxuries; that is, they are articles which
are not in the least essential to life, but as to these particular
ones ‘which it is now proposed to strike out I think almost
every article is a necessity. What the other House has done
was to arbitrarily say that above a certain price these articles
ought to be taxed. <

In the first part of the bill, for instance, it is proposed fo tax
pianos and all mechanical musical talking devices, It is pro-
posed to tax sporting goods, firearms, hunting knives, cigarette
holders, liveries, livery boots and hats, hunting and shooting
garments, articles made of fur, yachts and motor boats, toilet
soaps, and toilet powders. Those are Iuxuries that are in-
cluded there, These are additional taxes based solely on price.
Hardly any of them may properly be described as luxuries in
themselves. On frunks and valises, purses, portable lighting
fixtures, umbrellas, men's and women’s clothing, boots, shoes,
and everything of that sort which make up the mass of these
taxes, 20 per cent additional taxes are imposed,

We say arbitrarily that if a man pays more than $50 for a
suit of clothes he ought to be taxed. It is not because it is a
luxury, for he has got to have the suit of clothes. Though it
is a necessity that he should have a $40 suitf, it is assumed
that it becomes a luxury if he buys a $51 suit. It is not a luxury
in either case; it is an arbitrary determination that above a

certain price we shall tax these snits, because the theory is that
the people who are ready to pay more than that amount for a
given article are able to pay the tax. From the practical side,
the effect will undoubtedly be to make people buy the cheaper
article, just under the line, and thus avoid the tax.

These taxes went out on the recommendation of the Treasury.
They were put in the bill originally to meet the exigencies of
war ; they had been put in to furnish taxes very late in the war,
when it was sought in every corner to obtain revenue. When
it was found that we could reduce the amount of the bill, this
was one of the taxes that the Treasury recommended should
be eliminated, because it was said the cost and diffienlty of its
administration would be very great, and it would throw the
retail business of the country on all these articles, which in
themselves are necessities, into great confusion.

These taxes will not fall with any great weight upon that
abominable class who are known as rich people; they will fall
quite as much upon people of ordinary means who may like to
have a good suit of clothes and save their money for that pur-
pose. They will either have to buy an inferior article or pay
the tax. The rich who will pay it will not feel it materially at
all ; but business will feel it, and people who have to look at the
dollars they spend will feel it, and they will be the only people
who will feel this tax,

I voted very cheerfully to strike it out in the committee, because
it seems to me an annoying and troublesome tax, injurious to
business, extremely difficult of collection, serving no good pur-
pose, and only defensible at a time when we needed to exhaust
every source of taxation.

The general policy, which I am not going to enter into now,
has been adopted of avoiding, so far as possible, consumption
taxes. Every one of these is a consumption tax, and therefore,
when it came to striking out the provision, if I am not
;Itﬂmt en, the vote in the committee was unanimous to strike

out.

Mr. KENYON. Mr. President, is the Senator quite sure that
the vote in the committee was unanimous? I have been told it

“was not unanimous.

Mr. LODGE. Possibly not. The majority, however, in favor
of striking out the provision was certainly very large; but that
is wholly immaterial as to the merits of the question. I thought
that it was so nearly unanimous that the opposition was not
noticeable.

Mr. President, I do not wish to take the time of the Senate,
but I want to call attention to one or two articles fo illus-
trate what I mean. I think we may say that a carpet is a
necessity. There are people, of course, who live without ecar-
pets; life can be supported without carpets; but I think in our
climate—or, as Mark Twain said: “ We have no climate; we
only have weather "—in our weather, I think, an umbrella may
be described as a necessity. I have observed periods in Wash-
ington when I thought a fan might have been described as a
necessity. I should say men’s waistcoats; men’s and boys' suits
and overcoats; women's and misses’ suits, cloaks, and coats;
women’'s and misses’ hats and bonnets; men’s and boys’ hais;
men's and boys' caps; men's, women’s, misses,’ and boys' boots
and shoes; men's and boys' neckties and neckwear—all are
necessities. Silk stockings, I may say, are purely luxuries.
Men's shirts—a man can go without a shirt; one is not abso-
lutc;;;';! necessary. Men's pajamas; kimonos, petticoats, and
waists,

Now, I have read nearly all of the items, and they are of
themselves necessities; yet it is proposed to say that above a
certain price they shall be taxed. That does not make them
luxuries; that is simply an arbitrary determination that when
they cost above a certain amount we shall tax them.

Mr. ASHURST. Mr. President, the Senator is a very fair
debater and is a very scholarly and able man., He has selected
certain articles which I am bound to concede are necessities, but
he can not in debate merely select one thing from the text and
wrench it from its context and make it stand apart.

Mr. LODGE. I think I omitted all the things that can pos-
sibly be described as luxuries.

Mr. ASHURST. To attempt to sustain my position, I want
the Senator to be frank, as I know he will be, as to the items
that I am about to inention, as he has been as to the others.
Take the top of page 200, where the House puts a tax on
purses, pockethooks, and hand bags that cost in excess of $7.50.
Does not the Senator think in these times that a hand bag or
a purse that costs in excess of $7.50 is a luxury?

Mr. LODGHE. I did not mention those articles as necessities.

Mr. ASHURST. I know the Senator did not, but the Senator
selected a number of articles which he said were necessities.

Mr, LODGE. I read them and stated that I read nearly all,
and I did read nearly all. Purses may be called a luxury,
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One cun earry bills in an envelope and his change loose in his
pocket; I know that.

Mr. ASHURST. That is not the point exactly.

Mr. LODGE. I am perfectly willing to assume that a port-
able lighting fixture is not a necessity.

Mr. ASHURST. Very true.

Mr. LODGE. One may use a candle,

Mr. ASHURST. Now, take the item on line 8—smoking
jackets.

AMr. LODGE. I did not read that item; that is = luxury, I
admit,

Mr. ASHURST. The distinguished Senator has been just as
fair as I thought he would be. The only point I sought to make
was that there were some articles in the list that were luxuries.

Mr. LODGE. There are a few.

Mr. ASHURST. That is all there is to the controversy.

Mr. LODGE. I omitted silk stockings, but I think most of
the articles in the paragraph in themselves are necessities. All
we do here is to say that above a certain price we will tax them.
We do not say they are luxuries; it is a misnomer to call them
luxuries; they have not been so mentioned in the bill at all;
but we fix an arbitrary price and say we will tax them. Mr.
President, when we come to argue what people need, I think
there are some lines in Shakespeare that show the difficulty of
defining such a thing, as, for instance, where King Lear is made
to say:

Oh, reason not the need; our basest beggars
Are in the poorest things superfluous.
Allow not nature more than nature needs;
Man’'s life's as cheap as beast’s.

I think we can not lay down any hard-and-fast line of that
kind. As I have said, these taxes are defensible only on a war
basis. We have reduced the taxes in this bill $2,000,000,000, and
we propose to eliminate a few millions dollars by striking out a
tax which the administration urges us to take out, a tax that
would be difficult to collect and difficult of administration, ex-
tremely annoying, and the kind of tax which I think is much
better out of the bill than in it.

Mv. SMITH of Michigan. Mr. President, if the Senator from
Massachusetts will allow me, it was put in before the war
closed, was it not?

Mr. LODGE. Certainly ; it was put in by the House.

Mr. SMITH of Michigan. And it was put in for the purpose
of discouraging investment in that kind of articles?

Mr. LODGE. Absolutely; that was its purpose.

Mr. SMITH of Michigan. And now the reason for it has

passed.

Mr. SIMMONS. My, President, I simply wish to say that I
know, as a matter of fact, that the Committee on Ways and
Means put this provision in the bill because at the time it
seemed to be necessary in order to get the amount of revenue re-
quired, and also for the reason the Senator from Michigan
[Mr. SaarH] has just given, I know that many of the members
of that committee would like to see these taxes go out of the bill.

Mr. President, I think that the Senate clearly understands
this matter, and I hope we may have a vote upon it. If we are
going to discuss every item that is likely to come up to-day as
long as we have discussed this item, of course there will be no
possibility of passing this bill by midnight to-night. I had
hoped that it would not be necessary to keep the Senate here
until midnight, but we can not pass it even by that time; we
can not pass it in a week if we devote as much time to other
provisions as we have devoted to this provision.

SEVERAL SENATORS. Vote!

Mr. KENYON. Mr. President, on this question I ask for the
yeas and nays.

The yeas and nays were ordered.

Mr. SIMMONS. Mr. President, I do not think the Senate
understands what they are voting on.

The VICE PRESIDENT. The Chair thinks it should be
understood by the Senate by this time.

Mr. SIMMONS. The question is on agreeing to the committee
amendment.

The VICE PRESIDENT. Yes; and that strikes out the House
text. The Secretary will call the roll.

The Secretary proceeded to call the roll.

Mr. BRANDEGEE (when his name was called). I am paired
with the senior Senator from Tennessee [Mr. SmreErps]. I
transfer that pair to the junior Senator from New Jersey [Mr.
Bamp] and vote. I vote “yea.”

Mr. JONES of Washington (when his name was called). I
am paired for the time being with the senior Senator from
Lounisiana [Mr. RaxspErr]. I do not know how he would vote
on this amendment, and therefore I withhold my vote. If at
liberty to vote, I should vote “ nay.”

Mr. KENDRICK (when his name was called). I have a gen-
eral pair with the senior Senator from New Mexico [Mr. FaLr],
which I transfer to the junior Senator from Montana [Mr,
WarsH] and vote “ nay.”

Mr. NEW (when his name was called). I have a pair with
the junior Senator from Louisiana [Mr. Gay]. Not knowing
how he would vote, I withhold my vote. If permitted to vote,
I should vote “yea.”

Mr. SAULSBURY (when his name was called). I have a
general pair with the senior Senator from Rhode Island [Mr.
Cort]l, which does not apply to votes hereafter to be taken on
this bill nor to this one. If present, he would vote as I shall
vote. Therefore I vote “yea.”

Mr. SMITH of Michigan (when his name was called). I have
a pair with the senior Senator from Missouri [Mr. REEn]. As
he is absent, 1 will transfer that pair to the senior Senator from
New Jersey |Mr. FRELINGHUYSEN] and vote “ yea.”

Mr. STERLING (when his name was called). I have a gen-
eral pair with the senior Senator from South Carolina [Mr.
SarrH] and therefore withhold my vote. If at liberty to vote, 1
should vote * nay.”

Mr. TOWNSEND (when his name was called). I have a gen-
eral pair with the senior Senator from Arkansas [Mr. Rosix-
soN]. In his absence I withhold my vote. If at liberty to vote,
I should vote “ nay.”

The roll call was concluded.

Mr. GERRY (after having voted in the aflirmative). I in-
quire if the junior Senator from New York [Mr, Carpxr] has
voted?

The VICE PRESIDENT. He has not.

Mr. GERRY. I have a general pair with the junior Senator
from New York, which I transfer to the Senator from Nevada
[Mr. Prrraran] and allow my vote to stand.

Mr. MYERS. I have a pair with the Senator from Connecti-
cut [Mr. McLeax], who is absent. As I am unable to obtain a
transfer, I withhold my vote.

Mr. CURTIS. I have been requested to announce the follows-
ing palrs:

The Senator from West Virginia [Mr. Gorr] with the Senator
from Oklahoma [Mr. OwWEN] ;

The Senator from Illinois [Mr. SHerMAX] with the Senator
from Kansas [Mr. THoMPSON] ; and

The Senator from New York [Mr. WapswortH] with the
Senator from New Hampshire [Mr. Horris].

The result was announced—yeas 32, nays 38, as follows:

YEAS—32,

Bankhead Knox Saulsbury Sutheriand
Brandegee Lewis Simmons Swanson

ulberson Ln;!@e Smith, Ariz. Thomas
Dillingham McCumber Smith, Ga. Underwood
Gerry Martin, Va. Smith, Md. Warren
Gore Moses Smith, Mich. Watson
Henderson Page Smoot Willlams
Jones, N. Mex, Penrcse Spencer Wolcott

NAYS—38.
Ashurst Hale TLa Follette Poindexter
Beckham Harding Lenroot Pollock
Borah Hitcheock McKellar Pomerene
Cha=mberlain Johnson, Cal. McNary _ Shafroth
Cummins Johnson, 8. Dak. Martin, Ky, Sheppard
Curtis Kellogg Nelson Trammell
Fernald Kendrick Norriz Vardaman
Fletcher Kenyon Nugent Wecks
France King Overman
Gronna Kirby Phelan
NOT VOTING—26.

Balrd Hardwick Pittman Sterling
Calder Hollis Ransdell Thompson
Colt Jones, Wash. Reed Townsend
Fall McLean Robinson Wadsworth
Frelinghuysen Myers Sherman Walsh
Gay New Shields
Goft Owen Smith, 8. C.

So the amendment of the committee was rejected.

Mr. HITCHCOCK. Mr. President, I ask the Sénator in
charge of the bill to permit me to report from the Committee on
Military Affairs an emergency bill.

Mr. SIMMONS. I shall yield for that purpose, because the
Senator from Nebraska tells me that it will take only a few
minutes to read the bill and that it will lead to no debate.

The VIOCE PRESIDENT. Without, objection, the unfinished
business will be temporarily Iaid aside.

INDEMNITY FOB DAMAGES IN FRANCE.

Mr. HITCHCOCK. From the Committee on Military Affairs,
I report back favorably, without amendment, the bill (8. 5213)
to amend the act approved April 18, 1918, to give indemnity for
damages caused by American forces abroad, and I ask unan-
imous consent for its present consideration.
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The VICE PRESIDENT. Is there objection to the present
consideration of the bill?

There being no objection, the Senate, as in Committee of the
Whole, proceeded to consider the bill, which was read, as fol-
lows:

Be it enacted, ete., That the act approved ril 18, 1918, entitled
“An act to give lnd'emnity for damages by Amerlean forces

cal
abroad,” be amended by addinﬁ tb-: ﬁgll‘llo:ionf :lecg:n P
nclude claims damages

“ 8ec. 5, That this act sha
or remuneration arising out of contracts, informal purchase orders, or

other obligations for supplies for the American military foreces in Europe
given by anthorized representatives of such forces Bd[:rior to November
12, 1018, and later canceled, reduced, or discontinued.”

Mr. HITCHCOCK. DMr. President, by way of explanation of
this measure I will say that the Secretary of War forwards me
a cablegram received from Gen. Pershing, in which he states
that the armistice found some 2,000 contracts or informal orders
that have been made for supplies that are not now needed, and
he desires immediate authority to cancel them and settle them.
He says that it can be done at once at a very much less cost
than if it is allowed to delay, and damages accumulate ; and this
bill simply adds to the power of settlement of claims granted
in a bill which was passed last summer,

Mr. BORAH. Mr. President, does this bill confer npon Gen.
Pershing the unlimited power to settle them according fo his
digeretion? I am very much opposed to this way of seitling
these matters.

Mr. HITCHCOCK. It permits the officers in charge of our
purchases over there to cancel and settle claims for supplies
ordered in good faith, in order that the contracts, instead of
being ecarried out and resulting in the accumulation of large
supplies, may be cut off now.

Mr. BORAH. I am perfectly willing to have the contracts
canceled ; but what I want to know more about is, who is to
pass upon the amount of damage which is to be done by reason
of the stoppage?

Mr., HITCHCOCK. The same officials who were allowed to
pass upon the damages incurred by our troops over there in the
bill that we passed last summer. Those damages are constantly
arising, and we gave to the authorities under Gen. Pershing the
power to cance! and settle them. The bill gives large powers, but
the amount involved in this case is not very large. I will sa
to the Senator that the question is now pending as to how we can
settle the contracts in this country. It has been proposed to
give the Wo.r Department officials the power to settle them, but
we think the amount involved is so huge that a commission
should be appointed, and we shall probably report a bill for that
purpose. We think, however, that in the case of these 2,000
contracts and informal orders in France, a great deal of money
will be saved by giving Gen. Pershing the power to settle them
at once. He states in this cablegram that the total amount of the
settlement will not exceed $3,000,000, and he says:

Delay in payment would naturally very much increase the amount.
The contractors will be embarrassed, and many of them perhaps ruined
if relief can not be given at once. They are willing to aceept reasonable
terms now, but if compelled to walt, their claims will be greatly aug-
mented and heavy damages may have to be paid,

Mr. BORAH. It will be understood, I suppose, that this is no
precedent for this kind of a settlement in this country?

Mr. HITCHCOCK. No; I am very much opposed to doing any-
thing of that sort in this country. I believe there ought to be a
commission for that purpose.

Mr. BORAH. Of course, one is at a great disadvantage in
Jnowing whether or not it is a good precedent for any place, and
is not in a position to object, perhaps, by reason of that fact; but
it should not be considered for a moment the proper method of
settling damages here.

Mr, HITCHCOCK. I agree with the Senator fully in that mat-
ter, and I will say that the committee agrees with him fully,
but regards this as an absolute necessity.

Mr. SMITH of Michigan. Mr. President, let me ask the
Senator if this bill does not carry with it the validation of very
informal and not strictly legal contracts?

Mr. HITCHCOCK. Ii probably does.

Mr. SMITH of Michigan. And it is to give dignity to that kind
of contracts and then allow them to be settled?

Mr, HITCHCOCK. On matters that have been ordered in-
formally over there under the stress of war and which would
have been paid in the normal course of events, which we want
to settle promptly now.

The bill was reported to the Senate without amendment,
ordered to be engrossed for a third reading, read the third time,
and passed. -

THE BEVENUE.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R, 12863) to provide revenue, and for
other purposes. .

Mr, SIMMONS. Mr. President, I understand that the Senator
forﬂom Utah [Mr. Sxoor] has an amendment which he desires to

er,

Mr. SMOOT. Mr, President, the Senator from Connecticut
[Mr. McLeax] submitted an amendment to the committee some
days ago and asked me to present it to the committee and then
report it to the Senate. I now offer that amendment. It is as
follows :

On page 132, line 14, insert:

Provided, however, That the amount of the tax shall be finally deter-
mined by the commissioner within five years after the decedent

’s death,
unless the due date is extended by the commissioner, in which case

guch tax shall be finally determined by the commissioner within one
year after the termination of the extended period.

Mr. SIMMONS. Mr. President, I accept that amendment. It
has been presented to the committee.

The VICE PRESIDENT. The amendment will be stated.

The SEcRETARY. On page 132, in the amendment of the com-
mittee, in sectlon 410, at the end of line 14, after the word
“paid,” it is proposed to ingert a colon and the following:

Provided, however, That the amount of the tax shall be finally deter-
mined b{ethe commissioner within five years after the decedent’s death,
unless the due date iz extended by the oner, in which case such
tax shall be finally determined by the commissioner within one year
after the termination of the extended period.

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. McCUMBER. Mr. President, I call the chairman’s atten-
tion to page 226 of the bill.

Mr. SIMMONS. We are not through with the committee
amendments yet.

Mr. McCUMBER. This is on a committee amendment.

Mr:? SIMMONS, Is it an amendment to a committee amend-
ment

Mr. McCUMBER. Yes; on page 226.

Mr, SIMMONS. If the Senator will allow me to offer some
committee amendments first——

Mr. McCUMBER. This is an amendment which was really
agreed to by the commitiee, as I understand, and which we
failed to insert in the bill.

On page 226 the Senate struck out lines 15 to 20, relating to
the Harrison Drugz Aect. Before the committee there was a
proposition made compelling druggists who compounded any of
these habit-forming drugs also to keep a list of the persons to
whom they furnished them, a list of the goods, and so forth, I
notice that it is not in the bill

Mr. SIMMONS. The Senator is correct. I shall accept the
amendment.

Mr. McCUMBER. The experts have drawn it, and I ask that
it be inserted. It is on page 226, line 15, section 1009.

That section 6 of such act of December 17, 1914, is amended by strik-
ing out the period after the word * act™ at the end of the proviso, and
adding 2 colon and the follewing :

“ Provided jurther, That a record is kept by the manufacturer, pro-
dueer, or compounder of such erepumtlnns, remedies, and specifics con-
taining such drugs, or by the dealer who knowingly sells the same, giv-
ing the datc, guantity, name, and address of persons to whom such
remedies, preparations, or specifics are sold, distributed, given away, or
dispensed.”

I offer that amendment.

The PRESIDING OFFICER. The guestion is on agreeing to
the amendment offered by the Senator from North Dakota.

The amendment was agreed to.

Mr. SIMMONS., Mr. President, I have some amendmenis
which I wish to present.

On page 5, line 23, after the word *title,” I move to Insert
in parentheses the words “ excepting section 246.”

The amendment was agreed to.

Mr. SIMMONS. On page 51, lines 18 and 19, T move to strike
out the words “ paragraphs (1) to (10), inclusive, of subdivi-
sion (a) of.”

The VICE PRESIDENT. Without objection, the vote whereby
the amendment at that point was agreed to will be reconsidered.
The question is on agreeing to the amendment to the amend-
ment.

The amendment to the amendment was agreed to.

The amendment, as amended, was agreed to.

Mr. SIMMONS. Mr. President, I send to the desk several
committee amendments which I ask to have stated..

The VICE PRESIDENT. The amendments will be stated.

The SecreTArY. On page 23, line 19, it is proposed to tmend
section 213 by striking out the words * and including.”

The amendment was agreed to.

The SecreETARY. Also, at the end of line 21, insert

Mr. BRANDEGEE. Mr. President, before that is reached, in
relation to the amendment just prior to that on line 19, does the
Senator mean to strike out the words * and including "2

Mr. SINMONS. Yes.
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Mr. BRANDEGEE. Would that make sense, Mr. President?
It does not seem to me that it would.

The VICE PRESIDENT. No; it would not, but that does not
make any difference.

Mr. DRXANDEGEE. I think one of the words should be
left in. If the amendment as proposed by the Senator is
adopted, it would read:

Or other interest-bearing obligations of residents, corporate or
otherwise, dividends from resident corporations.

It does not seem to me to be intelligible,

Mr. SIMMONS. I was going to offer another amendment.
It is not intelligible without the other amendment which I am
‘going to offer right now.

Mr. BRANDEGEE. If there is something else that will make
it intelligible, I have no objection, but with the amendments
being offered one at a time in this way it is impossible to see
what it is desired to accomplish,

Mr. SIMMONS. I am going to offer another amendment in
that same connection.

Mr. BRANDEGEE. Very well; I have no objection.

Mr. SIMMONS. I ask to have the next amendment stated.

The SeEcrRETARY. On line 19 strike out the words “and in-
cluding,” and at the end of line 19 add the words *“ and includ-
ing all amounts received (although paid under a contract for
the sale of goods or otherwise) representing profits on the
manufacture and disposition of goods within the United States.”

Mr., BRANDEGEE. Mr, President, before these amendments
are agreed to I should like to have the amendment read as it
will be if agreed to.

Mr. SIMMONS. Very well. I will send it up.
to inadvertence that I did not send it up.

The Secrerary. It is proposed on page 23, line 19, to strike
out the words “and including,” which has been agreed to, and
at the end of line 19, after the word “ corporations,” to insert
“and including all amounts received (although paid under a
contract for the sale of goods or otherwise) representing profits
on the manufacture and disposition of goods within the United
States,” so that if amended the paragraph will read:

(c) In the case of nonresident allen individuals, gross income in-
cludes only the gross income from sources within the United States,
ineluding Interest on bonds, notes, or other interest-bearin
of residents, corporate or otherwiae dividends from resi
tions, and including all amounts received (although paid under a con-
tract for the sale of goods or otherwise) representing proﬁta on the
manufacture and disposition of goods within the United States

Mr. BRANDEGEE. That is intelligible now.

The VICE PRESIDENT. The question is on agreeing to the
amendment,

The amendment was agreed to.

Mr. SIMMONS. Mr. President, the same amendment has to
appear at another place in the bill, on page 53. I send it to the
desk and ask to have it stated.

The SEcrerary. On page 53, line 21, strike out the words
“and including,” the first two words in the line, and after “ cor-
porations,” at the end of the line, insert the same words as
before.

The amendment was agreed to.

Mr. SIMMONS. Isend to the desk another amendment, which
I ask to have stated.

The VICE PRESIDENT. The Secretary will state the amend-
ment.

The SECRETARY. On page 60, line 5, in the committee amend-
ment, it is proposed to strike out the numerals “18" within
brackets and insert “10.”

The VICE PRESIDENT. Without objection, the vote whereby
the committee nmendment at that point was agreed to will be
rveconsidered.

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. SIMMONS. I send another amendment to the desk and
ask to have it stated.

The VICE PRESIDENT. The Secretary will state the amend-
ment.

The SeEcrETARY. On page 64, lines T and 8, it is proposed to
strike out the words “not exempt under subdivisions (1) to
(13) of section 231" and in lien thereof to insert the words
“subject to taxation under this title, and every personal-service
corporation.”

The amendment was agreed to.

Mr. SIMMONS. I send to the desk another amendment.

The VICE PRESIDENT. The amendment will be stated.

The SECRETARY. On page 225, lines 11 and 12, it is proposed to
strike out the words “in personal atteudance upon such pa-
tient.”

The amendment was agreed to.

It was due

ent corpora-

obligations [®

Mr. SIMMONS. I send to the desk a series of amendments,
which simply provide for filling in dates where we struck out
the dates as the bill passed the House, and left blanks, because
the bill will not be passed as early as the House thought it would.

The VICE PRESIDENT. The amendments will be stated.

The Secrerary. On page 137, line 3, after the matter stricken
out, it is proposed to insert, in the blank, “April 1, 1919.”

The amendment was agreed to.

The SECRETARY. On page 177, line 22, before the comma insert
“ May 1, 1919.”

The amendment was agreed to.

The SecreTARY. On page 188, line 12, after the matter stricken
out insert *April 1, 1919.”

The amendment was agreed to.

The SECRETARY. On page 191, line 24, insert “April 1, 1919."

The amendment was agreed to.

The SecreETArRY. On page 202,
stricken out, insert “April 1, 1919.”

The amendment was agreed to.

The SECRETARY. On page 204,
blank the word * May.”

The amendment was agreed to.

line 8, after the matter

line 4, insert in lien of the

The SreckeErary. On page 205, line 3, after the matter
stricken out, insert * May 1, 1919.”

The amendment was agreed to.

The Secrerary. On page 228, line 13, after the matter

stricken out, insert “April 1, 1919.”

The amendment was agreed to.

Mr. KENYON. Mr. President. I wish to ask the Senator
from North Carolina a question. Was the amendment on puge
202, line 20, providing for a reduction from 10 per cent to
5 per cent on jewelry, precious stones, and so forth, adopted?

Mr. SIMMONS. Yes; that has been adopted.

Mr. KENYON. I was anxious to have n vote on that amend-
ment, but I suppose it will not do any good to have it recon-
sidered. I therefore think perhaps I will not ask for a vote,
as it will do no good.

Mr. SIMMONS. We reduced one-half nearly all of those

taxes that have been imposed by the House. Some of them we
did not reduce, however.
Mr, KENYON. It occurs to me, in view of the fact that
section 905 remains in the bill, providing for a 20 per cent
tax above certain amounts, that these other reductions are not
now in harmony with that section. I will content myself with
expressing opposition to that reduction, however, and will not
take up time in asking for another vote.

Mr. SIMMONS. Mr. President, I do not think the amend-
ment on page 47, beginning at line 23, has been agreed to. I
will ask the Chair if that is correct.

The VICE PRESIDENT. It has been agreed to.

The Secrerary. The next amendment passed over is on page
137, in subdivision (a), where the committee proposes to strike
out all of lines 12, 13, 14, and 15.

Mr. SIMMONS. Mr. President, just a moment, The Sena-
tor from Washington [Mr. Jones] desired to make some ob-
servations with reference to that amendment, but he is not in
the Chamber. The Senator from Colorado [Mr. THoMAS] is
present, and I should like to take up the title of * Inheritance

Mr. THOMAS. Mr. President, on page 123, line 23, I have
moved to strike out .

The VICE PRESIDENT. Is the vote to be reconsidered
whereby that amendment was agreed to?

Mr. THOMAS. Why, Mr. President, it has not been agreed
fo. I reserved the right when the title was reached to make
this motion. It is to strike out all after the word “ decedent
on line 23 of page 123,

It will be observed, Mr. President, that the paragraph to
which the motion relates requires an inheritance tax to be paid
upon the receipt by a beneficiary of an amount of insurance in
excess of $25,000 under policies taken out by the decedent
upon his own life.

In effect, that means that if a man has a policy of insurance
upon his life for anything in excess of $25,000 an inheritance
tax is levied upon the excess.

Mr. SIMMONS. I think we will agree to the amendment.

Mr, THOMAS, I do not care to take up the time of the Sen-
ate if the chairman of the committee and the Senate are willing
to accept the amendment. I may say, however, it will require
the striking out of certain other portions of theé title in order to
make it harmonize.

Mr. SIMMONS. Yes; that can be done.

The VICE PRESIDENT. The vote whereby the amendinent
was agreed to is, without objection, reconsidered.
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Mr. THOMASR. There has been no vote taken upon it at all;
at least, I am so informed.

- The VICE PRESIDENT. The Chair knows a few things,
and the Chair knows that this amendment was agreed to.

Mr. THOMAS. I do not pretend to know anything; but I
know, however, that when this page was reached I reserved the
right to make this motion, and I was informed that the entire
title would have to be suspended until that motion was dis-
posed of.

The VICE PRESIDENT. The fact about the matter is that
I suppose nobody knows.

Mr. THOMAS. I do not want to be put in a position of dif-
fering with the Chair,

Mr. SIMMONS. Let a motion be made to reconsider.

The VICE PRESIDENT. It is reconsidered, without ob-

ection.
: Mr. THOMAS. Then the amendment is presented; and I un-
derstand the chairman of the committee will accept it.

The VICE PRESIDENT. The amendment will be stated.

The SecreTArRY. On page 123, beginning at line 23, after “ de-
cedent,” strike out: “and (3) the receipt by a beneficiary of an
amount of insurance in excess of $25,000 under policies taken out
by the decedent upon his own life.”

The VICE PRESIDENT. The motion is to strike out that
paragraph.

Mr. THOMAS. Yes; to strike out the paragraph.

The VICE PRESIDENT. Is there objection to striking it out?
The Chair hears none, and the amendment is agreed to. Are
there other amendments to the inheritance title?

Mr. LODGE. Some other amendments will be necessary now
that that amendment has been made.

Mr. GERRY. I will offer the amendments. On page 131, line
9, there was an insertion and an amendment was agreed to.

The SecrerTARY. An amendment offered by the Senator from
Utah [Mr. Smoor].

Mr. GERRY. That should be stricken out.

_ Mr. BRANDEGEE. What was the amendment agreed to?

The Secrerary. To insert after the word “ taxes,” in line 9,
page 181 :

INHERITANCE TAXES.

Each beneficiary of an amount of insurance in excess of $25,000
under policies taken out by the decedent upon his own life shall within
20 days after coming into possession of such insurance give written
notice thereof to the collector, and shall also at such time and in such
manner as may be required by regulations made pursuant to law flle
with the collector a return under oath setting forth (a) the total insur-
ance received, (b) such additional data as may be necessary to estab-
lish the correct tax, and (c¢) the tax paid or payable thereon., At the
same time or upon his later appointment a duplicate of such return
shall also be furnished the executer. The beneficiary shall le the tax
upon such insurance to the executor within 30 days after receipt of the
amount, or, if the executor has not then been appointed, within 30
days after such appointment.

The VICE PRESIDENT. The question is on agreeing to the
vote whereby the amendment was adopted. It is reconsidered,
without objection. The question is on the amendment.

The amendment was rejected.

Mr. GERRY. On page 133, line 1, another amendment should
be made. I ask the Secretary to state it.

The SECRETARY. After the word “decedent” in line 1 of
the amendment offered by the Senator from Utah [Mr. Saoot]
was agreed to, which inserted a comma and the words “ex-
cept payment of insurance upon the life of the decedent.”

The VICE PRESIDENT. The vote whereby it was adopted
will be reconsidered, without objection, and the amendment
rejected.

Mr. GERRY. On page 133, line 19, after the word “ trans-
feree,” there was inserted * except payment of insurance upon
the life of the decedent.”

The VICE PRESIDENT. The vote whereby the amendment
was agreed to will be reconsidered, without objection, and the
amendment will be rejected.

Mr. GERRY. On page 134, line 12, after the word “ period,”
there were inserted the words “ exeept where such annuities or
limited estates are created in the proceeds of insurance taxable
under this title.”

The VICE PRESIDENT. Without objection, the vote whereby
the amendment was agreed to will be reconsidered and, without
objection, the amendment will be rejected.

Mr. GERRY. That covers all the nmendments,
~ The VICE PRESIDENT. Is there further amendment to the
so-called inheritance-tax title?

Mr. SIMMONS. There are two amendments on page 137,
lines 12 to 15.

The VICE PRESIDENT. But this is another section. Are
there further mmendments to the inheritance-tax amendment?

Mr. SIMMONS. There are no other amendments.

The VICE PRESIDENT. Then it is agreed to as amended,
without objection.

Mr. JONES of Washington. There are two committee amend-
ments on page 137 that went over at my request. I undesrstand
that the chairman of the committee is willing to have those Lwo
amendments rejected.

Mr. SIMMONS. Yes. :

Mr, JONES of Washington. Therefore I will not take the
time of the Senate to refer to them. -

The VICE PRESIDENT. The amendment will be stated.

The SecrETARY. On page 137, beginning at line 12, strike out
the words “ and a like tax on the amount paid for such trans-
portation within the United States of property transported from
a point without the United States to a point within the United
States,” so as to read:

TiTLE V.—TAx 0N TRANSPORTATION AND OTHER FACILITIES, AND ON
INSURANCE.

Sec. 500. That from and after there shall be levied, assessed,
collected, and pald, in llen of the taxes imposed by section 500 of the
revenue act of 1917— v

(a) A tax equivalent to 3&:91‘ cent of the amount paid for the trans-
portation on or after such date, by rall or water or b ang form of
mechanical motor power when in competition with carriers by rail or
water, of property by freight transported from one point in the United
States to another.

The amendment was rejected. :

The next amendment was, on page 137, after “ another,” to
strike out the following words: * and a like tax on the amount
paid for such transportation within the United States of prop-
erty transported from a point without the United States to a
point within the United States,” so as to read:

(b) A tax of 1 cent for each 20 cents or fraction thereof of the
amount paid to any person for the transportation on or after such
date, by rail or water or by any form of mechanical motor power when
in competition with express by rail or water, of any package, parcel
or shipment, by express, transported from one point in the nited
Btates to another.

The amendment was rejected.

Mr. TOWNSEND. Are the committee amendments dis-
posed of?

Mr. SIMMONS. No. k

The SECRETARY. An amendment passed over is on page 176,
line 17, after the word * half,” to insert “of one”; in line 19,
after the word *tfo,” to strike out “30” and insert “15”; in
line 20, after the word *“all,” to strike out * unfermented
grape juice”; in line 23, after the word “drinks,” to insert
“(except fruit or berry juice)”; at the beginning of line 26, to
strike out “20"” and insert “10”; on page 177, line 3, after
the word *“ containers,” to strike out “at over 10 cents per
gallon ”; and, at the beginning of line 4, to strike out “of 2
cents per gallon"” and insert * equivalent to 5 per cent of the
price for which so sold,” so as to make the section read:

SEec, 628. That there shall be levied, assessed, collected, and paid in
lllgilTo! the taxes imposed by sections 313 and 315 of the revenue act of

(a) Upon all beverages derived wholly or in part from cereals or sub-
stitutes therefor, and containing less than one-half of 1 per cent of
aleohol, sold by the manufacturer, producer, or importer, in bottles or
other closed containers, a tax equivalent to 15 per cent of the price for
which so sold; and upon all ginger ale, root beer, sarsaparilla, pop,
artificial mineral waters (carbonated or not carbonated), other car-
bonated waters orf beverages, and other soft drinks (except fruit or
berry juice), sold by the manufacturer, producer, or importer, in bottles
or other closed containers, a tax equivalent to io per cent of the price
for which so sold; and

(b) Upon all natural mineral waters or table waters sold Ly the

b
&roduoer, bottler, or importer thereof, in bottles or other closed con-
iners, a tax equivalent to § per cent of the price for which sold.

This was passed over at the request of the senior Senator
from Wisconsin [Mr. LA ForrerTE].

Mr. SIMMONS. I think we can act on the amendment now.
The senior Senator from Wisconsin has presented a substitute
for the bill.

The amendment was agreed to.

The SeEcrReETARY. The next amendment passed over is on page
197, to insert lines 1 and 2, in the following words:

(18) Articles made out of any fur, or articles of which fur is the com-
ponent material of chief value, 10 per cent.

The VICE PRESIDENT. That was passed over at the re-
quest of the Senator from Missouri [Mr. SPENCER].

Mr. LODGE, I suggest that that be passed over for a minute
until the Senator from Missouri returns.

Mr. SIMMONS. It can be passed over.

The SEcBETARY. The next anmendment passed over was on
page 251, at the request of the senior Senator from Utah [Mr.
Saroor], following line 3, to strike out * from lists of eligibles to
be supplied by the Civil Service Commission, and in aecordance
with the civil-service law,” and to insert * as provided by law.”

Mr. SMOOT. I have been assured by the Civil Service Com-
mission or the officials of the commission that the wording as
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adopted would cover all that I intended to cover by the amend-
ment that I proposed to submit. Therefore I shall not ask for a
vote upon it but will let it be agreed to.

'~ The VICE PRESIDENT. The question is on agreeing to the
amendment of the committee.

The amendment was agreed to.

The VICE PRESIDENT. The Secretary informs the Chair
that this completes all the committee amendments except the
one passed over at the request of the Senator from Missouri
[Mr, SPENCER].

Mr., SMOOT. The Senator from Missouri is not in, and I
should like to call attention to section 905. I want to ask the
Senator from Iowa if he desires that section to remain as it
is. There were certain amendments that were offered in the
committee,

Mr. SIMMONS. On what page?

Mr. SMOOT. Page 199. There were certain amendments to
this section adopted by the committee. As to the first one, I
want to ask the Senator from Iowa if he desires the bill to
remain just as it passed the House? Before he answers I wish
to tell him what effect it will have, and I think he will agree
that the amendment that was agreed to by the Finance Com-
mittee ought to be adopted. The provision in the bill as it
passed the House reads:

Sec. 905. (a) That on and after November 1, 1918, there shall be
levied, assessed, collected, and paid a tax equivalent to 20 per cent of
so much of the amount pa.'ld for any of the tﬁ!owln articles as in excess
of the price hereinafter specified as to each such article, when &uch
artiele is sold on or after such date for consumption or use.

That means that if the manufacturer sells it 20 per cent is
imposed upon him; then on the jobber who buys it there will
be 20 per cent imposed, and then on the wholesaler 20 per cent,
and then the retailer 20 per cent, The amendment that was
agreed to in the committee was, after the word “ sold,” to insert
“by a dealer.” Then it confines itself to the dealer who sells
the article to the consumer. If that amendment is not made,
we shall have at least four 20 per cent taxes imposed upon the
articles enumerated.

Mr, THOMAS, I should like to ask right in that connection
whether the tax is not excessive, in view of the changed con-
ditions, and whether 10 per cent would not be more fair than
the very large tax of 20 per cent?

Mr, SMOOT. I understand there is a proposition to strike
out “20" and insert “10,” but I want to get this fairly before
the Senator from Iowa.

AMr. KENYON. I had no such intention as that.

Mr. LODGE. Is this a proposal that it shall not be collected
from the purchaser?

Mr. SMOOT. No; the way it stands now is this: Twenty per
cent upon all sales no matter who it is sold by, the manufae-
turer or jobber, and then 20 per cent from the wholesaler to
the retailer.

Mr. LODGE. Collected four times?

Mr. SMOOT. Yes.

Mr. LODGE. That is now expressed at the end of the seec-
tion—that we collect 20 per cent from the purchaser at the time
of the sale.

Mr, SMOOT. The Committee on Finance inserted, after the
word “sold,” the words “by a dealer,” so that it shall only
apply to a dealer who sells to the consumer. I suggest an
amendment after the word “ sold " in the House provision.

Mr. KENYON. The Senator from Wisconsin suggests, in line
18, the words “for consumption” be used. Would not that
obviate the difficulty the Senator raises?

Mr. SMOOT. It may be sold for consumption. If it is a
piece of cloth and made into a garment, it is consumption as
far as the manufacturer is concerned.

Mr. KENYON. I have no objection to it.
Mr. SMOOT. I think there would not be any doubt if that is
put in.

Mr. KENYON. I think those words should be inserted to
make it clear.

Mr. SMOOT. Then I move, on page 199, after the word
% 50ld,” in line 18, to insert “ or by a dealer.”

Mr, SIMMONS. I accept that amendment.
| The amendment to the amendment was agreed to.

. The amendment as amended was agreed to.

Mr. JONES of New Mexico. Mr. President, I am misin-
formed or my recollection is at fault if the committee amend-
ment on page 20 has been agreed to. If it has been agreed to,
the action of the Senate in agreeing to it was inadvertently
overlooked by me, because I certainly intended to ask for some
modification in that paragraph. It is on page 20, paragraph
4, the paragraph which relates to State and muniecipal bonds,
the interest on those not being subject to tax,

If I am permitted to do so, T should like to modify the para-
graph as amended by the committee, or, in other words, as the
committee reports it.

The VICE PRESIDENT. Without objection, the vote where-
by the amendment was agreed to is reconsidered and the para-
graph is now subject to amendment.

Mr. JONES of New Mexico. On page 20, beginning in line
20, after the fizure 4 in parentheses, I move to strike out all
of the paragraphs down to the word “ That” on page 21, line 6.
The purpose of the amendment which I now propose is to ex-
clude from gross income only the interest derived from the
holding of $5,000 in the aggregate in State and municipal bonds,
It is a question which I discussed at some length the other
day, and it has been the subject of discussion in the Senate..

The senior Senator from Pennsylvania [Mr, PENROSE] ex-
pressed his views with regard to it when I was making my gen-
eral presentation, and I understand that the junior Senator
from Pennsylvania [Mr, Kxox] made rather an extended argu-
ment upholding the constitutionality of the tax upon interest de<
rived from State and municipal bonds. I know there is a dif-
fererice of opinion among Senators as to the constitutionality
of such a tax; but for one I believe that it is constitutional,
and if it is the tax ought to be levied.

There are now in this country about $6,000,000,000 or $7,000-
000,000 of State and municipal securities, and the bill as
amended would exempt from taxation any interest on all those
bonds. It would likewise exempt from taxation the interest
derived from future issues of such bonds. It would simply
enable people to invest their holdings in such bonds and escape
high surtaxes.

As I stated the other day, the market for these bonds is on
the boom simply because of the attitude of the Senate com-
mittee in putting In this provision. I also called attention to
the fact that in the issue of our own bonds we restricted the
exemption of the interest on those bonds from taxation, because
we did not want to withdraw that much of the wealth of the
counttry from taxes which was needed to support the Govern-
ment,

The first issue of bonds provided for a rate of interest of 33
per cent. The interest derived from those bonds is exempt from
all tax. The result is that those bonds are selling for about par
to-day. We placed the interest on the next issue of bonds at
4 per cent, and then later at 4} per cent for the reason that
we declined to exempt the interest upon any of those bonds
from taxation. So we are paying 4} per cent upon bonds of the
Government which are selling to-day at about 5 per cent discount
for the reason that we were not willing to exempt the interest of
those bonds from taxation. The result is that the Government
to-day on its own financing is willing to pay about 22 per cent
additional in interest for the present in order to preserve the
right to tax the interest which may arise from such bonds, Now,
shall we make a present to the States of that amount—of that
advantage—and have no returns to the Government? The Sen-
ate has considered this as of vital importance and we are pay-
ing for it at the rate of 22 per cent to-day. We are paying for
that privilege. We do not want to permit the capital of thisg
country to bury itself in these bonds and escape any support
of the Government.

So I say if we permit individuals to own as much as $5,000 of
the bonds and hold the interest upon that amount free from tax
it is quite sufficient; we are making a sufficient present to the
States and to the municipalities. If anyone wants to make a
small investment in bonds of his own State or municipality, the
provision which I propose would exempt it to the extent of
$5,000. Even of the 4} per cent bonds we have issued we exempt
only $30,000 from surtaxes and that only for a period of two
years after the war. We are paying for that privilege by levy-
ing surtaxes upon income from our own bonds. Shall we give
the States and municipalities an advantage which we are willing
to pay for ourselves? If we do this, it simply will result in
making a donation to the holders of these bonds which will
amount to at least 20 per cent of their holding.

There is opposition to this tax on the part of some Senators,
because they think it is unconstitutional. That question has
been argued. Those who believe that it is unconstitutional, of
course, will not vote for taxation upon such bonds, but it is
my judgment, as the junior Senator from Pennsylvania [Mr.
Kwrox] some time ago argued, that it is constitutional to levy the
tax. Therefore, Mr. President, I propose that amendment.

Mr, THOMAS. Mr, President, I trust the amendment offered
by the Senator from New Mexico will be rejected. I have the
very highest opinion of the Senator’s judgment as a lawyer and
a legislator, but I am so profoundly convineced that this is a
question beyond the power of the Congress of the United States
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that I believe the only effect of it will be that the Supreme
Court will set uside, as it always has set aside, legislation like
this.

It is true that the junior Senator from Pennsylvania deliv-
ereill a most profound argument some two or three months ngo
upon this subject, and that his argument was favorable to the
imposition of such a tax, but it is significant that the Senator
based his argument entirely upon the proposition that in the
exercise of its war powers the tax could be imposed as a war
tax. The Senator did not challenge or criticize the many deci-
sions of the Supreme Court of the United States to the contrary,
but the position which he took was one whose legal consequences
necessarily involve the proposition that during the period of war
the Government could impose any tax upon anything or anybody
at any time, because of the supposed necessities and exigencles
of a war condition.

The war is over for all practical purposes, and consequently
the Senator's argument can not or shounld not prevail at present,
even if it was sound in principle, which I do not think is the
case.

At first blush, it may be said that income derived from
interest upon certain municipal securities should not be exempt
from Federal taxes, but at first blush it is equally true that
income derived from Federal securities should not be exempt
from the State taxation. Every argument which may be urged
in support of the one necessarily requires the sustaining of the
other. The fundamental difference is the same in each instance.
The securities are issued upon, and they are payable by, sover-
eignties which are entirely distinct from each other as to that
exercise of power. If therefore we concede the capacity of the
Federal Government to levy this tax, we admit the capacity ot
the States to levy a similar tax upon Federal securities.

The Senator emphasizes the proposition that there are some
$5,000,000,000 invested in State and municipal securities, the in-
terest upon which will be exempt from taxation unless this
amendment carries.

Mr. President, some thirty-five to forty billion dollars are in-
vested in Federal securities, which the State can not tax because
the State did not issue the bonds or the securities in which this
capital is invested. If the Government can withdraw $40,000,-
000,000 from the taxing power of the State, then a fortiori can
the State withdraw $5,000,000,000 from the taxing powers of the
Federal Government?

Mr. President, this proposition to my mind is so plain, in view
of the many decisions of the Supreme Court upon the subject,
that I ean not for the life of me understand what the possible
basis can be for the argument that we can impose this tax, ex-
cept as the exercise of the war power, which as I said no longer
exists, because the war has virtually ended. We have voted to
reduce the tax for 1920 by $2,000,000,000, because, although a
treaty of peace has not been formally made and ratified and we
are still theoretically in a state of war, the emergencies and the
necessities arising from the state of war disappeared with the
armistice, except in so far as the maintenance of the Army and
Navy is concerned.

Mr. President, I occupied the greater part of the day sometime
last September in presenting reasons and authorities in support
of the proposition that these securities were not taxable by Con-
gress, The junior Senator from Minnesota [Mr. KELLoGG], in
" one of the most able addresses ever delivered on this floor, in
reply to the junior Senator from Pennsylvania, emphasized and
more than emphasized the soundness of that great constitutional
proposition.

I had intended, Mr. President, if occasion required, to address
myself to the argument of the Senator from Pennsylvania
[Mr. K~ox], but in view of changed conditions and of what I
regard as a complete reply by the Senator from Minnesota
[Mr. KeLroGa], it is not necessary for me to do so. In looking
into the subject, however, some time ago I encountered an
expression, regarding the lack of this constitutional power, by
Mr. Webster upon the floor of the Senate on May 28, 1832,
I quote from the Congressional Globe of that date:

The question beipg on the amendment offered by Mr. Moox of
Alabama, promising, first, that the bamk shall not establish or con-
tinue any office of discount or deposit or branch bank, in any State.
without the consent and ap[x)robation of the State; second, that ali
such offices and branches shall be subject to taxation according to the
amount of their loans and issues in like manner as other banks or
other property shall be liable to taxation.

Alr, Webster spoke as follows: * Now, sir, I doubt exceedingly our
power to adopt this amendment, and 1 pray the deliberate considera-
tion of the Senate in regard to this point.”

“In the first place let me ask what Is the constitutional ground
on which Congress created this corporation and on which we now

rotusc to continue it? ‘There is no express authority to create a

ank or any other corporation given to us by the Constitution. The
power is denfed by implication. It has been exercised, and can be
exercised only on the ground of a just necessity.

It is to be maintained, if at all, on the allegation {hat the establish-
ment of a national bank is a just and necessary means for carrying on
the Government and executing the powers conferred on Con by
the Constitution, On this ground Congress has established this bani,
and on this it is now proposed to be continucd. It has already been
judicially decided that Congress, having established a bank for these
purposes, the Constitution prohibits the States from :axinF it. Ob-
serve, sir, it is the Constitution, not the law, which lays this prohibi-
tion on the States. The charter of the bank doeg not declare that the
States shall not tax it. It says not one word on that subject. The
restraint is imposed not by Congress, but by a higher authority—the
Constitution.

Now, sir, I ask how we -an relieve the States from this constitu-
tional prohibition? It is true that this prohibition is not imposed in
express terms. but it results from the general provisions of the Consti-
tution and has been {udirinlly decided to exist in full force. This is a
protection, then, which the Constitution of the United States by its
own force holds over this institution, which Congress has deemed
necessary to be created in order to carry on the Government. So soon
as Congress, exercising its own judgment, has chosen to create it
can we throw off from this Government this constitutional protection?
I think it clear we can not. We can not repeal the Constitution. We
can not say that every power, every branch, every institution. and
every law of this Government shall not have all the force, all the
sanction, and all the protection which the Censtitution gives it.

Mr. President, ever since this has been a subject of litigation
the courts have recognized the reciprocal relations of the IFed-
eral Government and the States to each other with regard to
the absence of power fo levy taxes upon their respective se-
curities. The very moment Congress has the power and is de-
clared to have the power to tax the interest upon a municipal
bond, that moment it is declared ex necessitate that the State
may tax the securities of the Government of the United States.
There is no escape from it. The two relations are insepa-
rable; they are based upon the same reasons precisely ; and no
man can assail the exemption of State securities from the Fed-
eral power of taxation without assailing the exemption of Fed-
eral securities from the State power of taxation.

Mr. KING. The power of each to destroy the other.

Mr. THOMAS. The power of each to destroy the other is
necessarily involved in the power of each to tax the agencies
of the other. But for the purposes of my statement it is imma-
terial whether the thing to be taxed represents $5,000, $5,000,-
000,000, or $50,000,000,000; it is a principle which inheres in the
very nature of our dual system of Government, in the very
nature of the respective sovereignties of each, the Federal Gov-
ernment upon the one hand and the State govermmnents upon
the other. So believing, Mr. President, I trust that the action
of the committee will be sustained by the Senate.

Mr. KELLOGG. Mr. President, I am not going to take the
time at this late hour to again discuss the question of consti-
tutional power, but I should like to call the attention of the
Senate to what the amendment of the Senator from New Mexico
[Mr. Joxges] proposes to do. It proposes to tax the income on
all State bonds heretofore issued, not only by the normal tax,
but by the surtax.

The House provision simply taxed the income from State
bonds hereafter to be issued, and it was no seeret that the only
object was to prevent the States from issuing bonds during the
remainder of the war. No one pretended that with this fax
any State would be able to issue and sell any bonds nt n price
for which the State would be willing to market ifs securities.
Now, it is proposed to tax the incomes from all bonds which
have been issued with the pledge of exemption from taxation,

What would the Senate think if it were proposed to tax
the income from United States bonds that had been issued with
that guarantee of exemption in them? We only apply the
surtax to the income from liberty bonds which were issued with
that condition placed in the bonds. It would be like the United
States going back on its pledge in a bond issued 20 years ago
that it should be exempt from taxation and that the income
should be exempt, and repealing it and placing a tax upon the
income of such bonds.

Mr. JONES of New Mexico.
from Minnesota yield to me?

Mr. KELLOGG. Yes; I yield.

Mr. JONES of New Mexico. I should like to inquire by
what authority the bonds to which the Senator from Minnesota
refers were exempted from taxation.

Mr. KELLOGG. The bonds were issued by the States under
the conditions of the law placed in the bonds that they were
exempt from taxation, and under a line of decisions of the
Supreme Court of the United States from the earliest day to
the present time, without any dissent, that State bonds could
not be taxed by the Federal Government. That is the con-
dition under which they were issued.

Mr. JONES of New Mexico. Does the Senator from Minne-
sotn mean fo leave the impression that the State, through its
agreement that the bonds should not be subject to tax, would
guarantee an exemption from Federal taxation?

Mr. President, will the Senator
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AMr. KELLOGG. No, sir; I did not say anything of the kind.
I said that when the bonds were issued it was the law of this
country, as laid down by the Supreme Court of the United States,
and it is so yet, that the Federal Government has no power to
tax the securities. I sald that those bonds, therefore, were issued
under n pledge just as sacred as though it had been the pledge
of the Federal Government.

Mr., JONES of New Mexico. May I ask the Senator if the
Supreme Court has made any such decision since the adoption of
the sixteenth amendment to the Constitution?

Mr., KELLOGG. It has; and it has construed the sixteenih
amendment and decided what it meant, and has repeated and
restated the proposition that State bonds could not be taxed. I
wish to say further, that for a hundred years that has been the
law of this country, and there is no decision of the Supreme
Court to the contrary.

Mr. JONES of New Mexico. I should like to inquire—

Mr. THOMAS. If the Senator from New Mexico will pardon
me for a moment, I desire to suggest that the Senator from
Minnesota might have added that Mr. Justice Hughes, then a
member of the Supreme Court, concurred in that opinion,

Mr. KELLOGG. He did.

Alr. THOMAS, Mr. Justice Hughes having been the man who,
as governor of the State of New York, expressed some doubt as
to whether or not this sixteenth amendment as drawn would not
subject these identical securities to taxation.

Mr. KELLOGG. Mr. Justice Hughes had done so. He merely
suggested to the Legislature of New York that the sixteenth
amendment might authorize the taxation of State securities, but
when the Legislature of the State of New York came to consider
the speech of Senator BoraH, the opinion of Senator Root, and of
many others, the Legislature of New York came to the conclusion
that the sixteenth amendment was not adopted to authorize the
Federal Government to tax State securities, and Justice Hughes
became convinced that he was wrong in his suggestion, and he
joined in the decision stating for what the sixteenth amend-
ment was adopted and that State securities were so exempt.

Now, I hope that the war being over the Senate will not un-
dertake to tax the States in the exercise of their borrowing
power,

Mr., KNOX. Mr, President, this question is only an academic
question to me now that the war is at an end. I take it that the
war is at an end; I accept the statement of the President of
the United States to that effect. The war is certainly at an end
so0 far as any necessity exists for hunting up unusual sources of
taxation for the prosecution of the war.

I have heard it stated on this floor frequently before to-day,
I have read it from the pen of so distinguished a statesman as
ex-President Taft, that this question had been settled practically
in this country for the last 50 or 75 years. DMr. President, I ven-
ture to repeat the assertion that I made in the remarks which I
submitted to the Senate some time ago upon this subject, that
ihe question that I raised, namely, the right of the Federal Gov-
ernment to tax the income on State bonds in the hands of the
holders during a defensive war, has never been decided by the
Supreme Court of the United States, and has never been raised
in that court. One writer has gone so far as to say of the House
of Representatives and those of us in this body who thought
that during the war we might tax incomes from State bonds in
the hands of the holders that we were playing politics with a grave
constitutional question. Abraham Lincoln signed a bill impos-
ing such a tax during the Civil War; William McKinley signed
a bill imposing such a tax, which was passed by both branches of
Congress, during the Spanish-American War.

My, President, the nearest they can come to producing a case
which they say rules that the Federal Government has no suech
power in {ime of war is the case of Collector against Day, and
their argument there is predicated solely upon the fact that the
law under which that tax was imposed was passed during the
Civil War. Ergo, the Supreme Court having declared the law
unconstitutional there was no right to impose the tax.

Now, let me call your attention to the facts in the case of
Collector against Day. Day was a judge of probate in a county
in Massachuseits. The tax was imposed by the act of 1864, and
there is every probability, in fact, I think it is almost a cer-
tainty, as there was no litigation over the matter, that Day
paid his tax in 1864 and in 1865 while the war was going on.
The levy made in the Day case was for the tax of 1866-67, after
the war had ceased to exist; and the Supreme Court of the
United States held that that tax levied in 1866-67, (Inring time
of peace, was unconstitutional. I say again—

Mr. KING. Mr., President—

The PRESIDING OFFICER (Mr. AsHURsT in the chair).
{J)ools ?the Senator from Pennsylvania yield to the Senator from

tah

Ar, KNOX. T do.

Mr. KING. I dislike to interrupt the Senator in his splendid
address, but the thought suggested itself, as the Senator was
submitting his observaticns, what difference there would be in
levying a tax during war times upon State securities for the
purpose of meeting the current expenses of the war and levying
a tax after the war was over for the purpose of meeting ex-
penses that were contracted during the period of the war?

Mr. KNOX. Mr. President, if the Senator will do me the
honor of reading the remarks I made, and which were carefully
thought out at the time—I remember the Senator was not pres-
ent, and I do not believe he has read them—he will find that I
put my argument upon this ground—and it does seem a shame
to take the time of the Senate to discuss this matter, because I
think it is entirely academie; it is certainly so from my point
of view, the war now having ceased—I put it upon the ground
that the Constitution of the United States imposed upon the
Federal Government all of the obligations to carry on war to
defend the States and to preserve to thein a republican form of
government. It not only does that, but it denies those powers
to the States themselves; so that during war there is imposed
upon the Federal Government the duty to take care of the States,
and the States themselves are excluded from the field. I say,
while that situation lasts no wealth of the country is exempt
from the power of Congress to reach out and tax it for the pur-
pose of the common defense.

I have only just one word more to say, and that is in reply to
the very positive statement made by the Senator from Colo-
rado [Mr, THoMAS], that if the right of the Federal Govern-
ment to tax the bonds of the States exists, the corresponding or
reciprocal right of the States to tax the bonds of the Federal
Government exists. There is no foundation for that claim.
Under my contention the power only exisis during time of war,
because the Federal Government owes the obligation to the
States during war to defend them ; hence the power to tax; but
the States owe no obligation to the Federal Government in re-
speet to war, and therefore have no power to tax Federal se-
curities, if the power to tax rests, as I contend, upon the exist-
ence of war and the necessities of defense.

Mr. THOMAS. Mr, President, it is true, as the Senator from
Pennsylvania [Mr. Kxox] has stated, that the Supreme Court
has not in terms ever decided that a tax such as is here under
discussion, laid during times of war, could not be sustained as
an exercise of a war power; but it is equally true that in every,
instance of which I am aware, where the question has been
squarely presented to that court, it has denied to the Congress
the constitutional power of such taxation, The case of Collector
against Day arose under a provision of ihe law subjecting the
salaries of State officers to Federal taxation, enacted during
the period of the Civil War. The decision succeeded the war,
but it was based upon the exercise of the taxing power in time
of war, If it be’true that in times of war constitutional re-
strictions upon our power of taxation are removed, it is sure
prising that the tax was not there defended upon that ground.

I have been unable to find a single authority, either in the
reported cases or in the opinions of lawyers of eminence, in
which the exercise of this power or the right to exercise it was
recognized or approved, excepting, of course, where the doubt
as to the probable effect of the sixteenth amendment, expressed
by Gov, Hughes and the speech of the distinguished Senator
from Pennsylvania a month or so ago, in which he contended
that a tax of this sort was justified by war conditions, and
which now, he says, is academie. I thought then, Mr, Presi-
dent—and I have not changed my opinion—that the Senator
proved entirely too much, because if it be truoe that the Federal
Government in times of war may levy an income tax upon
sources of income which but for the war would be exempt from
such tax, then it is equally true that in {imes of war Congress
may levy taxes notwithstanding express limitations and restric-
tions of the Constitution.

No direct tax except an income tax can be levied unless upon
the basis of population. There are many taxes other than in-
come taxes, of course, which the Government can mot lay be-
cause of constitutional prohibitions, but which it may lay, if the
Senator be co in time of war, without any reference to these
limitations. For example, it may levy a tax upon real estate,
which would be a direct tax, not because the Constitution or
the decisions permit it, but because the urgent needs of war
conditions demand it.

Mr. President, I am willing to go as far as any man in recog-
nizing the vast extent of the war powers of this Republic
when the exigencies of war require it, but I am not willing to
concede that the power of taxation extends so far as that
during the war every limitation can be swept aside and taxes
imposed as Congress may see fit. I fear that if this restric-
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tion is ever broken down the flood of taxation imposed by the
States upon Federal securities may overwhelm them and may
rench so far 2s to affect the integrity of the Nation itself.

Mr. BORAH. Mr. President, whatever there may be in the
contention of the able Senator from Pennsylvania [Mr, Kxox]
as to the power of the Government to levy this tax in time of
war, a defensive war, as he says, as I understand, according to
the contention of the Senator himself, that does nol apply at
this time; that prineiple would have no application under the
conditions in which we are now seeking to legislate. As he
has sald, that proposition is academic. I do not desire to dis-
cuss it or express any opinion upon it in view of the fact that
it has no application at this time. If I were compelled to pass
upon it, I would be, as now advised. unable to accept his
view. That being out of the diseussion, I do not suppose that
there is any question more thoroughly settled by the decisions
of our Supreme Court than the proposition that the National
Government can not leyy a tax upon the agents or instru-
mentalities of the State governments. Unless the exception
which the Senator from Pennsylvania mentions be well taken,
there is no exception to the rule of which I know.

It was decided early in thie history of the court; it has been
repeated a number of times, and since the adoption of the six-
teenth amendment it has been reiterated; it is a thoroughly
well settled principle of the court as the decisions now stand,
and I entertain no doubt at all that this tax if levied would be
held unconstitutional by the Supreme Court.

There is a question involved, Mr. President, aside from that
merely of raising taxes, a principle which goes deeper and
reaches further than the mere question of raising a certain
amount of revenue. It involves the structure of the Govern-
ment, because, ns Marshall said, the power to tax is the power
to destroy, and if we may tax some instrumentalities and
agencies of the State, we may tax them all, and the State be-
comes no longer a sovereign power, which it is necessary for it
to remain if we are to be a Federal Union, but merely a geo-
graphlcal expression of the Government to be taxed at our will
and our wish. I am opposed, therefore, to the proposition to
tax State securities.

Mr. UNDERWOOD. Mr. President, I concur in what has
been said in opposition to the levying of a tax en the instru-
mentalities of the States. I believe that the decisions of the
court have clearly defined the line where the Congress of the
United States must stop in the power to levy taxation, unless
we intend to destroy the integrity of the State governments.
But these questions have already been discussed, and I did not
rise for the purpose of repeating what has already been said. 1
wish to say, however, that there is another reason, in my judg-
ment, outside of the constitutional argument why this tax
should not be levied.

When it was first proposed that a tax should be levied upon
the bonds and securities of the States and municipalities, it
canme with the argument that it was necessary to levy a tax on
these instrumentalities in order to secure a reservoir in which
the liberty bonds could be sold, because if State securities were
untaxed and the Federal Government's securities were taxed,
to a certain extent it gave preference in the financial market to
the State securities. Under those circumstances Congress still
uphield the constitutional privilege of the States and refused to
levy the tax.

Now the war is over. The Government securities are sold,
except possibly one issue, which no one doubts the capacity of
the eountry to absorb, and the result of a tax on State securi-
ties would not be to affect the Government of the United
States; but if we levy such a tax now, the result of that tax
would be to make a better market for industrial and railroad
securities, which must bear the tax now. Idle money hunting
investment at somewhere near the same rate of interest will
naturally flow into the channels of State and municipal securi-
ties rather than into industrial and railroad securities.

It is not that we need the money, because the Senate has
already agreed to reduce this bill $2,000,000,000 for 1920, It is
not proposed to put a tax on State securities for the purpose of
geiting more money, because we have already found a verdict
on that question, and said we do not need any more money.
If we should eonclude to tax these State securities, our action
would have a tendency to bring the State securities down to the
plane of the industrial and railroad securities and let them have
equal competition in the money markets of the world.

So far as I am concerned, I believe that it is necessary, in
order to maintain the integrity of the State government, that its
securities should not be taxed by the National Government; but
I also belicve that it is the wise part of governmental action
that we should continue to leave the State and county and

municipal securitics on the basis they are on to-day and give
them a preference in the money markets of the world. The
great industrial and railroad plants have their agents and their
business connections to sell their securities throughout the
money markets of the world. It is often diflicuit for a State or n
municipality to accomplish that result at n rensonable price;
and I think it is clearly in the interest of the people whe live
within the States and the counties ani the municipalities of this
country that their bonds should have the right of this prefer-
ence in the market, ’

Outside of any constitutional question at all, T think it is a
zood public policy that the present status should he maintained,
unel for that reason I think the amendment should be defeated.

The PRESIDING OFFICER. The question is on the amend-
ment to the amendment.

The amendment to the nmendment was rejected.

The PRESIDING OFFICER, The question now is on the
amendment of the committee.

The amendment of the committes was agreed to.

Mr. BRANDEGEE. Mr. President, I send to the desk rm
amendment which I ask the Secretary to state,

The PRESIDING OFFICER. The amendment will be stated,

Mr. BRANDEGEE. I understand that all of the committee
amendments have been acted upon.

Alr. SIMMONS. No: the committee amendments have not all
been agreed to yet. The action of the Senate a few minutes
ago makes certain formal amendments neeessary.

Mr. BRANDEGEE. The Senator stated awhile ago that the
amendments {md all been acted upon. This one will take but a
minute, and I may as well proceed with it, if the Senator will
allow me.

The PRESIDING OFFICER. 'The Secretary will state the
amendment of the Senator from Connecticut.

The Secrerary. On page 197, line 3, it is proposed to strike
out the semicolon after the words ' motor boats ™ and insert the
words *“not used exclusively for trade, fishing, or natlonal
defense.”

Mr. BRANDEGEE. Mrp.
amendment.

Mr. SIMMONS. T accept the amendment.

Mr. BRANDEGEE. If the Senator will accept it, very well.

The PRESIDING OFFICER. The gquestion is on the umemi-
ment of the Senator from Connecticut. ;

The amendment was agreed to.

Mr. SIMMONS. Mr. President, T will ask the Secretary if
there are any other amendments.

The Secrerary. The last amendinent 1)2I‘Hed over was passed
over at the request of the junior Senator from Missouri [Mr.
Srexcer], en page 197, lines 1 and 2. The commiitee amend-
ment reads as follows:

(18) Articles made out of any far, or articles of which fur is the
component material of chief value, 10 per cent,

The Senator from Missouri proposes to strike out the fizures
10" and to substitute therefor the figure “5.”

Mr. SPENCER. Mr. President, the purpose of this amend-
ment is to correct what seems to be an inequality between the
tax on jewelry, including pearls and precious stones, and the
tax on furs. The Senate has agreed, in regurd to jewelry, to
a reduction of the tax from 10 to 5 per cent. The tax on furs
remains 10 per cent. Jewelry has no wearing utility. It can
not be used for apparel. It is difficult to understand why furs,
which have a utility as clothing, should be taxed at n higher
rate than jewelry, which has no such utility. The purpose of
this change is to reduce the tax on furs from 10 per cent to 5
per cent, making it the same as the tax upon jewelry.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Missouri to the amendment
of the committee. [Putting the question.] By the sound the
ayes appear to have it.

Mr. THOMAS. I enll for a division, Mr, President.

On a division, the amendment to the amendment was rejected.

The PRESIDING OFFICER. The question is on agreeing o
the committee amendment.

The amendment of the committee was agreed to.

Mr. SIMMONS. Mr. President, it is necessary, since ihe
action of the Senate with respect to these 20 per cent taxes, to
make a number of pro forma amendments in various aaections

President, I want tfo explain that

of the bill. I send the amendments to the desk and ask te have
them stated.

The PRESIDING OFFICER. The amendments will be
stated.

The Spcrerary. On page 198, line 24, after the word * or,”
strike out “ 905" and insert * 006.”
The amendment was agreed to.
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The SECRETARY. On page 199, line 13, strike out “ 905" and
insert * 9047 -

The amendment was agreed to.

The SEcrETARY. On page 199, line 13, strike out * November
1, 1918,” and insert “ May 1, 1919.”

The amendment was agreed to.

The SecreTArRY. On page 201, line 19, after the word “ap-
Pi)’,“ insert u(]_).n

The amendment was agreed to.

The SECRETARY. On page 201, line 23, after the comma, in-
sert “or (2) to any article made out of fur or of which fur is
the component material of chief value,” and a comma.

The amendment was agreed to.

The SECRETARY. On line 23, after the word * or,” insert *“(3)."”

The amendment was agreed to.

The SEcrRETARY. On line 24, strike out “(20)" or “(21)" and
insert “(16)” or “(17).”

The amendment was agreed to.

The SECRETARY. On page 202, line 8, strike out “ 904" and
insert “ 905.”

The amendment was agreed to.

The SECRETARY. On page 204, line 7, strike out “ 905" and
insert * 9006.” -

The amendment was agreed to.

The SeEcrRETARY. On page 205, line 3, strike out “ 906" and
insert “ 907.”

The amendment was agreed to.

Mr. LENROOT. Mr. President, when section 905 was under
consideration, the question was upon the motion to strike out.
I had intended then to offer an amendment reducing the rate
from 20 to 10 per cent; but in order to expedife the passage of
the bill I did not offer it at that time, because if the committee
had been sustained the section would have gone out. Inasmuch
as the committee has not been sustained, I now move to recon-
sider that vote, in order that this amendment may be proposed.

Mr. SIMMONS. I have no objection to that being done.

The PRESIDING OFFICER. Without objection, the motion
to reconsider will be deemed carried.

Mr. LODGE. Mr. President, one moment. I will suggest
to the Senator from Wisconsin that there is no use in recon-
sidering it, because now the tax provided in the House bill
stands in the Senate bill.

Mr. LENROOT. But not in the committee amendment.

Mr, LODGE. No; not in the committee amendment. That is
nll right, then.

Mr. LENROOT. I ask to have the amendment stated.

The PRESIDING OFFICER. The Secretary will state the
amendment.

The SECRETARY. On page 199, line 15, it is proposed to strike
out the numeral “ 20 ™ and insert * 10,” o that it will read:

A tax equivalent to 10 per cent of so much of the amount,

And so forth,

Mr. LENROOT. Mr. President, I have just a word to say
in support ¢f that. Upon these other luxuries——

Mr, SIMMONS. Mr. President, I will accept that amendment.

Mr. LENROOT. Yery well

Mr. McCUMBER. Mr. President, I do not accept it. I want
to say one word upon the amendment, and not allow it to go
through by mere acceptance.

I have no objection to the tax being reduced from 20 to 10
per cent, or from 10 per cent to nothing; but I think there are
three of these ifems that ought to be stricken out entirely, and
I want an opportunity at least to offer to amend the amendment
of the Senator from Wisconsin so as to strike out that which
relates simply to clothing. I do not care for hats, or for any
of these articles such as fans, umbrellas, purses, and so forth;
but I do think that provisions 11, 12, and 13, which relate to
men’s and boys' suits or overcoats, and women's and misses’
suits, cloaks, and coats, and women's and misses’ dresses, ought
to be stricken out entirely, leaving the others to stand.

Mr. LENROOT. Mr. President, will the Senator yield?

Mr. McCUMBER. Yes.

Mr. LENROOT. The adoption of this amendment will not in
any way interfere with the Senator’s proposed amendment.

Mr. McCUMBER. Mr. President, I am not certain whether or
not it would be subject to further amendment in the Committee
of the Whole if that amendment should be adopted. If the Chair
rules that after the adoption of this amendment, reducing the
tax from 20 to 10 per cent, we can still move to strike out those
three sections, I will leave it in that way.

The PRESIDING OFFICER. The Senator from North
Dakota would still have the right 1o offer any amendment
he saw fit after this was adopted or rejected.

My, McCUMBER. Very well,

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the Senator from Wisconsin.

Mr. KIRBY. I call for the yeas and nays.

The yeas and nays were not ordered. :

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the Senator from Wisconsin. [Putting the
question.] By the sound. the noes appear to have it.

Mr. LENROOT. I call for a division.

Mr. SMOOT. Mr. President, I ask to have the amendment

stated.

The PRESIDING OFFICER. The Secretary will state the
amendment.

The Secrerary. On page 199, line 15, it is proposed to strike
out * 20" and insert “ 10,” so that it will read:

Sec. 005. (a) That on and after November 1, 1918, there shall be
levied, assessed, colleeted, and paid a tax equivalent to 10 per cent—

And =so forth.

Mr. SMOOT. Mr. President, I ask for a division upon that.

On a division the amendment was agreed to.

Mr. LA FOLLETTE. XNow, let us have the yeas and nays.
Let us try for it once more,

The PRESIDING OFFICER. The Senator from Wisconsin
asks for the yeas and nays. Is the call sustained?

The yeas and nays were not ordered.

Mr. GRONNA, Mr. Presidenf, may I ask, for information,
how many were voting? I believe the call was sustained. May
I have the tally?

The PRESIDING OFFICER. The call for the yeas and nays
was seconded by eight Senators.

Mr. GRONNA. The rule provides for one-fifth of those present,
Mr. President ; and—— ;

The PRESIDING OFFICER. The Chair has ruled, and there
can not be anything further to it.

CAMPAIGN CONTRIBUTIONS.

Mr. THOMAS. Mr. President, I offer the amendment which
I send to the desk.

The PRESIDING OFFICER. The Senator from Colorado
offers an amendment, which will be stated.

The SEcreETARY. At the end of Title IT it is proposed to add
a new section, as follows:

Sec. 201. That there shall be levied, assessed, collected, and pald
in respect of the excess over the sum of £500 which any person, l}l)rm,
or corporation shall give, advance, pay, expend, subscribe, or con-
tribute in the aggregate during any taxable year for the purpose,
directly or indirectly, of influencing the nomination or defeat of any
candidate or candidates for nomination, or the election or defeat of
any candidate or candidates for office, or the success or defeat of any
proposition to be voted upon at any primary election or general or
special election at which candidates for Members of the House of Repre-
sentatives or for United Stares Senator or presidential electors are to
be nominated or clected, a tax equal to 100 per cent of such excess; such
expenditures or contributions to include all sums in any form con-
tributed, subscribed, advanced, expended, paid, or given to or for such
candidate or candidates or to or for party or other political com-
mittees or campaign funds, but not to include expenditures made by
such candidates or regular political committees or out of such cam-
paign funds of moneys lawfully contributed to them.

Every person required by this title to make a return shall state
therein specifically each item and the date thereof of all gifts, ad-
vances, expenditures, subscriptions, payments, and contributions made,
and to whom, for the purpose of influencing the result of such primary
and general elections, and of all taxes due thereon under the provisions
of this section. And the treasurer or chairman of all State or con-
gressional committees and of all political committees as defined in the
act of Congress approved Juue 25, 1910, entitled “An act providing for
publicity of contributions made for the purpose of influencing elections
at which Representatives in Congress gre elected,” and of all assocla-
tions or committees organized to promote or prevent the nomination or
election of any candidate for Member of the House of Representatives
or of the Senite of the Congress of the United States or for presi-
dential elector or electors, shall within 30 days after the {msmge of
this act, and thereafter within 30 days after any election to be held
therefore file with the collector for the district where the headquarters
or other office where such committee or association is located a return
stating specifically all sums of money received, from whom received,
and tgo ate thereof. Such return shall be verified by the chairman
or treasurer of such committee or association.

Mr. THOMAS. Mr. President, I offered this amendment in
the committee, and reserved the right to present it to the Sen-
ate at the time of its rejection, while the committee was in ses-
sion. |

The amendment proposes a tax of 100 per cent upon all con-
tributions in excess of the sum of $500 to elections at which
any Federal officer is to be elected or nominated, excepting,
however, candidates who are permitted by Federal or State
law to make greater contributions, and provides methods for
ascertaining and assessing the amount of the tax.

Mr. President, my purpose in offering this amendment is not
to raise revenue so much as it is an attempt to make our pres-
ent corrupt-practices act effective. The States and the Nation
have sought, by restrictive acts, to limit the expenditure of
money at elections and primary elections to a decent and rea-
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sonable amount. These statutes, if my experience Is any guide,
have been honored far more in the breach than in the obsery-
ance. There is no statute of the sort of which T am aware,
through which coaches and fours have not been driven and
about which there is any sort of regard or observance, The
last election in some States of the Unlon was seandalized by
ithe expenditure of enormous sums of money, my own State
amoung the number, where the report filed under theé State
law by the Republiean chalrman shows an expenditure of $127,-
000, and the report of the Democratic committee an expendlture
of £38,000, which means that perhaps two and a half to three
or four times that amount of money was actually used for the
purpose of influencing the election.

In the State of Michigan it is a maiter of record that nearly
£200,000 was expended in the interest of one candidate at the
primary election in the interest of his nomination. The amounts
of money which are sald to have been expended in West Vir-
ginia in behalf of both the candidates are far in excess of the
statutory limitation, and the probabilities are that these things
will have been done with impunity. :

Now, I have a belief, which may or may not be well founded,
that a man who will violate the law for the purpose of securing
his nomination and election to a public position will violate the
law after he fills that position. This may be an extravagant
wiew, but I can pereeive no difference in principle between the
wiolation of a restrictive statute before and the violation of some
other statute after an election. Perhaps by requiring gentlemen
who are so liberal with their money in campaigns to contribute
to the Treasury of the United States an equivalent in the way of
taxation over and above this allowance of $500, which is ample,
we may or may not produce the desired result. It certainly will
have the effect of obtaining sworn statements both from commit-
tees and from contributors, official in character, upon which we
witliietzi able to ascertain something about this very important
su

The PRESIDING OFFICER. The question is on the amend-
ment of the Senmator from Colorade. [Putting the question.]
By the sound the “ ayes " seem to have it.

Mr. PENROSE. I call for a division, Mr. President.

On a division, the amendment was agreed to.

Mr. LODGE. I ask for a roll call, Mr. President.

The PRESIDING OFFICER. The Senator from Massachu-
setts calls for the yeas and nays. Is the call sustained?

The yeas and nays were ordered, and the Secretary proceeded
to eall the roll.

Mr. FLETCHER (when his name was called). I have a gen-
eral pair with the junlor Senator from Massachusetts [Mr.
Weeks]. In his absence, I withhold my vote.

Mr. JONES of Washington (when his name was called). As
announced before, I am paired with the senior Senator from
Louisiana [Mr., Raxsperr]. If I were at liberty to vote, I
sghould vote “yea.”

Mr. NEW (when his name was called). I have a pair with
the junior Senator from Louisiana [Mr. Gaxy]. I transfer that
pair to the senior Senator from New Jersey [Mr. FRELINGHUY-
sEx] and vote “nay.” 7

Mr. STERLING (when his name was called). Repeating the
announcement of my pair with the senior Senator from South
Carolina [Mr. Syore], I withhold my vote.

Mr. TOWNSEND (when his name was called). I again an-
nounce my general pair with the senior Senator from Arkansas
[[AMr. Ropixson] and withhold my vote.

Mr. WOLCOTT (when his name was called). I have a pair
with the senior Senator from Indiana [Mr. Warsox]. In his
nbsence, I am not at liberty to vote. I have tried to secure a
transfer of my pair, and have been unable to do so. If at lib-
erty to \‘ote, I should vote * yea.”

* The roll call was concluded.

Mr. GERRY. I have a general pnlr with the junior Senator
from New York [Mr. Carper]. I transfer that pair to the
senior Senator from Nevada [Mr. Prrraax] and vote “ nay.”

Mr. KENDRICK. I transfer my pair with the Senator from
New Mexico [Mr. Farr] to the Senator from Montana [Mr.
Warsu] and vote “ yea.”

Mr. MYERS. I have a pair with the Senator from Connecti-
cut [Mr. McLeax], who is not present. In his absence, not
Eknowing how he would vete if present, and being unable to ob-
tain a transfer, I withhold my vote.

Mr. SAULSBURY. I transfer my general pair with the se-
nior Senator from Rhode Island [Mr. Corr] to the senior Sena-
tor from Texas [Mr. CurLsErsox] and vote “ yea.”

Mr. SMOOT. I desire to announce the unavoidable absence,
on aecount of illmess, of the junior Senator from Kansas [Mr.

s]. He is paired with the junior Senator from Georgia
[Mr. HarpwICK].

' the taxes in the bill is the worst.

Mr. BRANDEGEE. I am paired with the senior Senator
from Tennessee [Mr. Smierps]. I transfer that pair to the
junior Senator from New Jersey [Mr. Bamp] and vote “ nay.”

Mr. MYERS. I transfer my pair with the Senator from Con-
necticut [Mr. McLeEAx] to the Senator from Arizona [Mr.
Syare] and vote * yea."

Mr. LODGE. I have been requested to announce the follow-
ing pairs:

The Senator from West Virginia [Mr. Gorr] with the Senator
from Oklahoma [Mr. OwEx];

The Senator from Illinois [My. SueryMAx] with the Senator
from Kansas [AMr. THoMPSON]

The Senator from Michigan [Mr. Sarra] with the Senator
from Missouri [Mr. ReEp] ; and

The Senator from New York [Mr. Wapswortn] with the
Senator from New Hampshire [Mr. Hocrris].

The result was announced—yeas 34, nays 28, as follows:

YEAS—34.
Ashurst Jolh 8. Dak. McNary Saulsbury
Beckham Jones, N. Mex. Myers Shafroth
Borah Kendrick Nelson Sheppard
Chamberlain Kenyon Norris Thomas
Cummins Nugent rammell
Gronna La Folletto Overman Vardaman
Henderson Lenroot Phelan Willams
Hiteheock Lewis Pollock
Johnson, Cal. McEellar Pomerene
NAYS-—28,
Bankhead Hale Martin, Ky. Smith, Ga.
Bra: Harding Martin, Va. Smith, Md,
Dlmnﬂmm Kellogg Moses Smoot
Ferna King New Spencer
France Knox Penrose Sutheriand
Gerry IME&? Polndexter Swanson
Gore MeCumber Simmons Warren
NOT VOTING—34.

Buird ol Reed Townsend
Calder Hardwick Robinson nderwoosd
Colt Hollis 8 man Wadsworth
Culberson Jones, Wash elds Walsh
Curtis Me Smith, Ariz Watson

1 Owen Smith, Mieh Weeks
Fletcher Page Smith, 8, C Wolcott

in n Pittman Sterling

Gay nsdell Thempson

So Mr. ‘FHOAMAS'S amendment was agreed to.

Mr. JOHNSON of South Dakota. Mr, President, I under-
stand that the committee amendment on page 193 was passed
during my absence from the Chamber. I now desire to offer an
amendment to it. On page 193, line 18, I move to sirike out
“automobile wagons, automebile trailers, or tractors™ and the
comma.

The VICE PRESIDENT. The question is on the amendment
proposed by the Senator from South Dakota.

Mr. JOHNSON of South Dakota. Mr. President, I had ex-
pected to disecuss this at some length, but owing to our condi-
tion here and at the request of the Senator from Virginia [Mr,
MarTix], I shall take only a very few minutes.

I wish to -call attention first to the importance of this ma-
chinery to agricultural communities. As no doubt all Senators
know, the autoemobile tractor is a great plow. It prepares the
ground for the crops. Witheut its use the farmer would not
be able to prepare over one-half of the ground for crops that he
can with the tractor. The automobile wagon is a wagon that
the dairymen and farmers and all who produoce carry the pro-
ductions of the farm and the dairy to the towns. The automo-
bile trailer is a small trailer that is hooked on behind the auto-
mobile, which enables the farmer to take a small load to er
from town with his automobile.

Mr. President, I appreciate the great work that the committee
has done. I know they have done their bhest, and they should
have our commendation, but if there is one mistake that has
been made in this whole bill it is this direct tax at production
by taxing that which is necessary for production. A tractor
will put in just about as much erop or prepare the ground for
the crop as 12 horses can. The trailer and automobile wagon
are equally potent for the purpese of moving these productions
of the land to market.

I just want to say this, and then I will leave it for your
consideration. There is only one thing in all this country that
is actually a necessity of life, and that is bread. You might
just as well tax the farmer's horses and his wagons, his harness,
and his machinery and seed as to tax the instruments of pro-
curing and furnishing his crop for market. This tax of all
It is an exeise tax. It is
nothing more nor less than a leense. It says to the manufac-
turer of these products, you may sell the products, the neces-
sities of which are apparent to the farmer, providing you will
charge a certain price, and every farmer in the United States
who has to buy a tractor will have to pay in the neighborhood
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of $200 tax, in addition to all the other taxes, if this 5 per
cent excess tax remains in the bill, and the automobiles, wagons,
and trucks in the same proportion to cost.

This bill contains some peculiar legislation. There is one
provision in the bill, as I see it, which does nothing but grant
a subsidy to the Curtis 'ublishing Co. and concerns of like char-
acter of many millions of dollars. Then you turn right around
and tax the real necessities of the country with this excise
tax on things that help produce the bread of the country.

Mr. President, I do not intend to take up the time of this
body. I only want to call the attention of Senators to the im-
portance of eliminating these items from the bill in order that
they may not stop a certain per cent of the production of the
country all over the land.

Mr. TOWNSEND. Mr, President, I had intended to propose
an amendment to this part of the bill, and I had hoped when
the Senator from South Dakota rose that he would include
all that ought to be included in his amendment. He ean make
no special plea for farmers on account of tractors under this
section which does not apply to men engaged in other occupa-
tions. This class of taxes under the excise taxes is levied
hecause they are supposed to be luxuries. You will notice in
looking over the list that in it are included all sporting goods,
bowie knives, cameras, firearms, shells, dirk knives—all things
wk. 1 are supposed to be luxuries—but I submit, Mr. President,
that, in my judgment, no one will contend that automobiles and
automobile trucks are luxuries. I submit no one will contend,
it seems to me, that automobiles and automobile trucks are any
more luxuries than automobile wagons or tractors. The auto-
mobile truck certainly has come to be an absolute necessity in
this country.

The producers of them are taxed under the income-tax law
in the excess-profits clause. Why, then, there should be a spe-
cial tax levied because they are luxuries is more than I can
understand,

I made this point before the committee, and said then inas-
much as we were striking out certain other taxes on automobiles
if it were necessary for the Government to have the money,
if we must have money as a war necessity, I would urge no
further objection to it. But that time has passed. We have
already written into the bill the amendment of the Senator from
Towa, a provision taxing alleged luxuries further on which will
more than compensate any loss of revenue which might occur
from leaving out this fax on actual necessities. I trust the
Senator from South Dakota will agree with me that the sub-
divisions 1 and 3, on page 194, should go out of the bill. They
are quite as much necessities as the item to which the Senator
from South Dakota has called special attention. There would
be no embarrassment to the Government revenue if they were
stricken out, I believe all will agree that at this time when
many of these concerns have been hard hit by the war, and they
are now just readjusting themselves to the peace basis, those
particular items should be eliminated from the special tax—
the luxury tax, as some have seen fit fo call it—because they
are not luxuries, I ask the Senator if he will not be willing
to modify his amendment so as to strike out, first, paragraph 1—
the whole of it—and, second, paragraph No. 3, on page 194.

Mr. JOHNSON of South Dakota. Answering the Senator
from Michigan in regard to luxuries, I do not see how lhe can
get the idea that an automobile tractor or automobile wagon is
a luxury. They can possibly be used for but one general pur-
pose. However, if my amendment to the committee amend-
ment which is printed there is included the automobile frucks
would go out, too.

Mr. TOWNSEND. I was not contending that the tractor was
a luxury. I =ay it is no more of a luxury, however, and no less
=0 than the automobile truck, and most of the automobiles that
are used in this eountry are quite as essentinl to the western
farmer as possibly the tractor itself in many respects. I am
asking simply that all these articles be eliminated from the bill.

Mr., JOHNSON of South Dakota. I will accept the amend-
ment to the amendment as to automobile trucks, but I would not
accept the amendment as to automobiles and motoreycles, be-
cause I figure that they are to some degree a luxury.

Mr. TOWNSEND. If the Senator will include automobile
trucks we can vote on that, and I will offer the other amend-
ment later.

Mr. SMITH of Georgia. Mr. President, as the bill came from
the House there was a tax on gasoline, There was a tax per
horsepower upon each user of an automobile. There was a tax
provided by the two paragraphs on automobiles, automobile
trucks, tractors, and so forth.

The provision on the next page covers the tax on inner tubes,
parts, accessories, and so forth., We struck out the gasoline tax.
We struck from the bill the tax on users of automobiles, so much

per horsepower. We cut out two-thirds of the tax which the
House provided with reference to automobiles and the gasoline
required to operate automobiles, and we have reduced one-half
the tax on accessories,

From the tax on automobiles, motoreycles, automobile trucks,
and automobile wagons we expected to raise about $70,000,000,
From the tax as levied on the next page referred to by the
Senatol from Michigan [Mr. TownNsEND] we expected to raise
about $15,000,000. So you have $85,000,000 in these two items
whicli the Senator from Michigan desires to have stricken out.
The fax on automobile trucks, automobile wagons, automobile
trallers, and so forth, is expected to raise about $30,000,000.

Mr. JOHNSON of South Dakota. The information that I
have—and I think it is authoritative—states that we would
raise about $18,500,000 on those four items.

Mr. SMITH of Georgia. I give my figures from the tax ex-
perts who have cooperated with us in working upon the bill.
They have just given me again their estimate as to this part of
the bill, and I repeat it as they furnished it to me.

I am not anxious to levy a tax on anything, We went as far
as we felt justified in going in reducing this branch of taxation,
as provided in the bill as passed by the House, and it is for the
Senate to say what it will do. The committee reached the con-
clusion that they had removed the burden incident to this tax
at the place where it was best to remove it, and left it in con-
nection with manufacturing production, reducing one-half even,
as to manufacturing production, the accessories.

Mr. MYERS. Mr. President, I should like to call the atten-
tion of the Senator from Georgia, who has just been speaking,
to lines 20 and 21, on page 198 of the bill, which read, * includ-
ing tires, inner tubes, parts” of automobiles, and so forth,
That was all stricken out by the committee, was it not?

Mr. SMITH of Georgia. Clause 2 was stricken out; the
words ‘‘ automobiles, motorcycles, automobile” were included
in paragraph 2, and the tax was reduced from 10 to 5 per cent
on automobiles, motorcycles, and so forth. We reduced one-
half of the tax on that portion of those vehicles.

Mr. TOWNSEND. May I ask the Senator from South Dakota
t[Ml-i; J',OH:\'SON] if he included in his amendment automobile
rucks?

Mr. JOHNSON of South Dakota. No; I merely included
automobile tractors, antomobile trailers, and automobile wagons.
That was my original amendment.

Mr. TOWNSEND. I understood the Senator from South Da-
kota to say that he would include automobile trucks in his
amendinent,

Mr. JOHNSON of South Dakota. I stated, or intended to
state, that the Senator from Michigan could move to amend the
amendment by inserting those words. I do not, however, know,
that I would have any objection to accepting that modification
of my amendment.

Mr. SMITH of Georgia. I understood the Senator from
South Dakota to say that he did include those, but would not
include the balance. I understood him as did the Senator
from Michigan [Mr, TowXNsSEND].

Mr, TOWNSEND. I so understood the Senator. {

Mr. SMITH of Georgia. Therefore I presented the figures as
1o the reduction of the tax on the class of vehicles which I under-
stood the Senator from South Dakota desired to cover by his
amendment.

Mr. JOHNSON of South Dakota. I will accept the amend-
ment to include automobile trucks, but not the balance of the
section. That is left in.

Mr, TOWNSEND, That is what I understood the Senator

to say.

Mr. JOHNSON of South Dakota. I will agree to insert * auto-
mobile trucks, automobile wagons, trailers, and tractors.”

Mr, SMOOT. Mr. President, I can not see why there should
not be a tax upon automobile trucks. There is nothing destroys
the roads of the country as do automobile trucks. There has got
to be some change either in the building of roads or in the weight
of trucks, or else the cost of the maintenance of the roads in this
country will be so great that communities can not stand the
expense. The committee decided that automobile trucks should
at least pay a 5 per cent tax on the sale price of the truck, and
I thought the committee had gone very far, indeed, if we are
going to impose any tax upon the manufacture of any articles
in the United States when they reduced the tax imposed upon
automobiles and motoreycles from 10 per cent to 5 per cent.

We eliminated the tax upon gasoline for the motorcycle, the
automobile, the automobile truck, and all tractors that must of
necessity use gasoline. The House proposed to impose a tax of
2 cents per gallon upon gasoline ; and that would have amounted
to more than any tax which the Senate committee has proposed
to impose under this provision. Not only that, but there was
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imposed a tax for the use of automobiles, and the commitiee
thought they would eliminate that tax entirely; so that all the
tax that is proposed to be imposed by the Senate Committee on
Finance is the tax of 5 per cent upon automobiles, motoreycles,
automobile trucks, automobile wagons, automobile trailers, and
tractors, If we are going to have any tax at all, it seems to me
that we ought to adhere to the 5 per cent tax, and especially so
when we take into consideration the elimination of the taxes
which the House imposed upon this industry. I sincerely hope
that the Senate will at least sustain the committee in the impo-
sition of this tax.

Mr. TOWNSEND. Mr. President, I see now a new reason for
taxing automobile trueks. The Senator from Utah [Mr. Saroor]
says that they destroy the roads, and therefore we should turn
this money over to the Federal Government which will never
reach the roads and which will not in any manner affect the
roads nor maintain them. I did not suppose that this tax was
proposed to be put on as a penalty. I supposed that the only
reason that we put the tax on was because we regarded these
vehicles as luxuries. There is no other reason that ean be urged
for putting a tax on this class of articles, except that they are
Iuxuries.

Mr. POINDEXTER. A truck a luxury?

Mr, TOWNSEND. An automobile truck. That is clearly not
true. Automobile frucks are not luxuries; they are just as
much necessities as is the ordinary wagon, the ordinary buggy,
or any other vehicle which the farmer, the business man, or the
truckman on the streets of any city uses. 8o, although we
may have proposed to reduce the tax on gasoline, that does not
in the least affect the tax.

As I said to the committee, if the Govermment needs the
money and you are proposing to tax things of this kind, I will
vote for it. I am perfectly willing to put the tax on; but the
Government does not need the money. You have already voted
into this bill to-day items variously estimated at over $187,000,000
more than the bill provided for when it came here. That being
true, it seems to me clear that we should eliminate from the
bill the tax on these necessities. The senior Senator from Mas-
sachusetts [Mr. Lopce] says that in cutting the taxes we have
reduced the luxury taxes, so called, to a loss of $90,000,000 of
revenue; but that more than compensates for the loss that
comes from these few items of actual necessity to the people of
the United States.

The VICE PRESIDENT. Now, there is an involved parlia-
mentary situation existing here. The Senate, as in Committee
of the Whole, has already adopted nn amendment to strike ont
the word “ automobile ” and to insert * automobiles, motorcycles,
automobile.” That amendment having been agreed to, it will
have to be reconsidered and the amendment rejected. Then an
amendment agreed to striking out the word *“ automobile ” and
inserting the words “ automobile and motoreycles,” and then
striking out line 19. The Chair suggests that the vote be taken,
and if the amendment carries the Secretary will make up the
record accordingly.

Mr. JOHNSON of South Dakota. I ask for the yeas and nays
on the amendment to the amendment.

The yeas and nays were ordered, and the Secretary proceeded
to eall the roll.

Mr. JONES of Washington (when his name was called). As
heretofore announced, I am paired with the senior Senator from
Louisiana [Mr. Raxsperr]. Therefore I withhold my vote.

Mr. KENDRICK (when his name was called). Making the
same announcement as to my pair and its transfer as hereto-
fore, I vote * yea.”

Mr. NEW (when his name was called). Again announcing my
pair with the junior Senator from Louisiana [Mr, Gax], in his
absence I withhold my vote.

Mr., STERLING (when his name was called). Again an-
nouncing my pair with the Senator fronz South Carolina [Mr.
Sarrrr], I withhold my vote. If at liberty to vote, I should
vote “ yea.”

Mr. TOWNSEND (when his name was called). Again an-
nouncing my pair, unless I am able to secure a transfer I shall
withhold my vote.

The roll call was concluded.

Mr. GERRY. I have a general pair with the junior Senator
from New York [Mr. Carper]. I transfer that pair to the
Senator from Nevada [Mr. Prrraax], and vote “ nay.”

Mr. SMOOT. I desire to announce the unavoidable absence,
on account of illness, of the Senator from Kansas [Mr. Curtis].
He is paired with the junior Senator from Georgia [Mr. Harp-
wick]. I will let this announcement stand for the remainder
of the day.

LVII—G50

AMlr. TOWNSEND. I find I can transfer my pair with the
senior Senator from Arkansas [Mr. Ropixsox] to the senior
Senator from New Jersey [Mr., FreLixcHUYSEN]. I therefore
vote “ yea."”

Mr. BRANDEGEE. Making the same announcement as to my
pair and its transfer as on the previous vote, I vote “ nay.”

Mr. MYERS, I transfer my pair with the Senator from Con-
necticut [Mr. McLeax] to the Senator from Arizona [Mr.
Asmurst], and vote “ yea,”

}Ir. LODGE. I have been requested to announce the following
pairs:

The Senator from West Virginia [Mr. Gorr] with the Senator
from OKlahoma [Mr. OwEgxN];

The Senator from Illineis [Mr. SuermAx] with the Senator
from Kansas [Mr, THoxmPsON] ;

The Senator from Michigan [Mr. SarraE] with the Senator
from Missouri [Mr. Reep] ; and .

The Senator from New York [Mr.  WapswortH] with the
Senator from New Hampshire [Mr. HorLris].

The result was announced—yeas 33, nays 28, as follows:

YEAB—33.
Fernald Kendrick Myers Sheppard
France Kenyon Nelson Spencer
Gore Knox Norris Thomas
Gronna ILa Follette Nugent Townsend
Hale Lenroot Overman Trammell
Henderson AMceCumber I"helan Vardaman
Johnson, 8. Dak, MeKellar Poindexter
Jones, N, Mex. MeNary Pollock
Kelloge Martin, Ky. Shafroth

NAYS—28,
Bankhead Harding Page Smoot
Borah King I'enrose Sutherland
Brandegee Kirby © PPomerene Underwood
Chamberlain Lewis Rimmons Warren
Dillingham Lodge Smith, Ariz, Watson
Fletcher Martin, Va. Smith, Ga. Weeks
Gerry Moses Smith, Md. Wolcott

NOT VOTING—35.

Ashurst Frelinghuysen New Smith, Mich,
Balrd Gay Owen Smith, 8. C.
Beckham Goff Pittman Sterling
Calder Hardwick Ransdell Swaunson
Colt Hitcheock Reed Thompson
Culberson Hollis Robinson Wadsworth
Cummins Johnson, Cal. Raulsbury Walsh
Curtis Jones, Wash, Sherman Williams
Fall McLean Shiclds

So the amendment of Mr. Jouxsox of South Dakota to the
amendment of the committee was agreed to.

The VICE PRESIDENT, It is the understanding that the
Secretary will correct the bill as has been indicated.

Mr. TRAMMELL and Mr. TOWNSEND addressed the Chair,

The VICE PRESIDEXT. The Senator from Florida.

Mr. TRAMMELL. T desire to offer an amendment to the
pending bill.

The VICE PRESIDENT. The amendment will be stated,

The SECBETARY. It is proposed to add a new section to the
bill, as follows:

SEC. 1407. That all officers and enlisted personnel of the Army,
Navy, and Marine Corps serving the United States in the war against
Germany who have been honorably discharged from the service since
November 11, 1918, or who may hereafter be honorably discharged,
shall be paid one month’s salary in addition to the regular pay here-
tofore authorized. -

Mr. TOWNSEND. I ask the Senator if he will not withhold
his amendment until we finish the consideration of the section
with which we have just been dealing? I had proposed an
amendment. Then the Senator from South Dakota [Mr. Joux-
s0X] included part of it in his amendment; and now, if we
could dispose of the remainder of it, we could have made all
at once the correction the Chair has suggested.

Mr. TRAMMELL., AIr. President, I dislike very much not
to accede to the request, but we are working on rush time to-
day, and I do not think it will take very much time to dispose
of the amendment I have offered.

Mr. TOWNSEND. I think we are going to have time enough
to consider all amendments which may be offered.

Mr. TRAMMELL. I dislike very much not to accede to the
request of the Senator.

The VICE PRESIDENT. The question is on the amendment
offered by the Senator from Florida.

Mr. SIMMONS. Mr. President, I do not think that this
amendment has any proper place in a révenue bill. I am so
much in sympathy with the purpose of it that I do not feel
disposed to make any resistance, but I can not see its pertinency
to the pending measure. It ought to have been offered as a
separate proposition.
~ Mr. TRAMMELL. Mr. President, I will take but a moment.
I will say that some four weeks ago I introduced a bill em-
bracing the subject covered by this amendment and granting
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one month's additional pay to all officers and enlisted men in
the Army, the Navy, and the Marine Corps. This policy was at
least approved by Gen. March, in a public interview a short time
after the introduction of my Dbill, and I believe that it will
meet with the general approbation of the tax-bearing public of
this country I believe the American people feel that we should
make this allowance as a contribution to our soldiers, who have
met so faithfully, so bravely, and so herolcally the duties de-
volving upon them. It will be a little pittance to assist them
in going home and getting once more reestablished in eivil life;
and, in order that it may not be delayed longer, I very much
hope that it will be adopted as an amendment to the pending
bill,

Mr. SIMMONS. Mr. President, the Senator says that he
introduced a bill upon this subject some time ago. 1 should
like to ask him what reference was made of it?

Mr. TRAMMELL. It was referred to the Military Affairs
Committee.

Mr. SIMMONS. Does the Senator know why that committee
has not acted upen it?

Mr. NEW. Mr. President——

Mr. ELL. I can not say why the commitiee has not
acted upon it. I see the chairman of the committee present, and
if he has a statement to make I should be very glad to hear
from him upon the subject.

The PRESIDING OFFICER. Does the Senator from Florida
¥yield to the Senator from Indiana?

Mr. TRAMMELL. I do.

Mr. NEW. I did not see the chairman of the Military Affairs
Committee present, and I was going to say something about
the disposition that was made of that bill; but I observe now
that he is here.

Mr. CHAMBERLAIN. Mr. President, in the multitnde of
bills that the Military Affairs Committee have had to consider,
we have not been able to consider this particular measure. We
have been constantly at work when we could get a quorum.
Some of our members, as the Senator knows, are on the Finance
Committee, and the Finance Committee have been in constant
session, and they have kept the members of the Military Affairs
Committee away and kept it from maintaining a quorum; but
the bill will be considered in due course by the Military Affairs
Committee, and action upon it by the commitiee will not be
delayed.

Mr. SIMMONS., I simply want to say that if the Senator
from Florida insists upon it, I can not myself resist the amend-
ment.

Mr. SMITH of Georgia. Mr. President, we all agree that
this is not the proper place for the amendment; but I think
every Senator is in favor of the amendment, and the quick way
to get it through is to let it be added to this bill now. So far
as I am concerned, therefore, I shall be glad to have the chair-
man of the committee accept it.

Mr, SIMMONS. I would accept it if T had the power.

Mr. KNOX. Mr. President, I should like to inguire of the
Senator from Florida why the date is limited to the 1ith of
November. What about a man who is discharged on the 10th
. or on the 1st for ill health, and who has gone back?

Mr. TRAMMELL. Mr. President, the object of specifying
that date was that it should apply to those who had served until
the conclusion of actual hostilities, and therefore it was made
to apply from the date of the armistice on November 11.

Mr. KNOX, Does not the Senator from Florida think that
the claims of a man who was discharged, say, on the 9th or the
10th, by reason of wounds or illness, are just as meritorious as
those of one who was discharged on the 11th?

Mr. TRAMMELL. Mr. President, you have to draw a line
somewhere, and I thought it was best to fix the date at the
conclusion of actoal hostilities. Those who were discharged
prior to that time were discharged at their own request, unless
they were discharged for disability ; and this will apply to what
took place after the demobilization began.

Mr. KING. Mr. President, may I ask the Senator a ques-
tion? Will this cover cases where men were called quite re-
cently and indueted into the service, some of whom served only,
perhaps, 10, 15, or 20 days, some of them less than a month or
two menths? Do they get the same compensation as the men
who have been in France?

AMr. TRAMMELL. It will apply to them just the same. Of
course, there will be some few cases of that character.

Mr. KING, There will be thousands of them.

Mr, TRAMMELIL. There has been no induction that I know
anything of, however, since the armistice was signed.

Mr. CHAMBERLAIN. Mr. President, I want to make an
additional suggestion to the Senate with regard to delay in
acting by the Military Affairs Committee, and that is that

there are various bills pending before the commitiee covering
this subject, and covering uniforms and other gratuities to
the soldiers. This particular bill was acted upon favorably by
the committee, and not reported to the Senate because we took
all of the bills covering these various subjects and sent them
to the War Department, with the request that they reconcile
them and report to us as to the propriety of reporting back
the bills as they were, or making such changes as would unify
the law and harmonize the different statutes.

Mr. WOLCOTT. Mr. President, will the Senator yielkl for a
question?

Mr. CHAMBERLAIN. T yield.

Mr. WOLCOTT. Do I understand, then, that ihe Military
Affairs Committee has reached the determination that the prin-
ciple of this bill is worthy of accepiance?

Mr, CHAMBERLAIN. Yes,

Mr. WOLCOTT. And it is only a matter of how it should
be framed in formal legislation?

Mr, CHAMBERLAIN. That is all.

Mr. LEWIS. Mr. President, having a bill similar to that
referred to, as I have no doubt many other Senators have pre-
sented similar bills, may there not be an understanding that
in voting for this amendment of the Senator from Florida we
do not yield the other measures, nor is it regarded as a sub-
stitute for them? They will remain before the Military Af-
fairs Committee for such action as it may give them.

Mr. ASHURST. Mr. President, I have received a very large
number of letters in respect to the bill which I introduced some
weeks ago to grant three months’ pay to each discharged soldier
and give him hig uniform and overcoat and other articles of
apparel as his own property. I appreciate the necessity for
early action on the revenue bill, and therefore I will take but a
moment.

The chairman of the Committee on Military Affairs has as-
sured me that the bill (H, R. 13366) will undoubtedly pass the
Senate at an early date, giving to each soldier, marine, and
sailor, when honorably discharged, his uniform, his overcoat,
and other articles of personal apparel as his own property.
I ask leave at this fime to include in the Recorn a few letters
I have received on this subject. I have received over a thou-
sand; but I have here only about half a dozen in favor of the
passage of this bill, urging that the uniform be given to the
soldiers, and three months' pay additional.

There being no objection, the matter referred to was ordered
to be printed in the REcorp, as follows:

SBeEATTLE, WASH,, Deccmber 12, m

Whereas a bill has been introduced in Congress to allow 90 days' pay
and tho uniform to all soldiers being dl.sclmrged from the Uniteﬂ Sntu
and we, being in sympathy with this movement and knowing
t.hat it will he of great benefit to our brave defenders, heartily indorsc
said bill : Therefore be it
Resolved by Geo. Fortson Camp XNo. 2, of the Department of
Washington and Aluh. United Spanish War Veterans, in regular ses-
sion assembled on this 12th day of ber, 1918, that we indorse
the granting of sald 90 days’ pay and the presentation of the uniform
to each of the men being discharged from our Army; and be it further
Resolved, That Senator ASHURST be notified and that coples of this
resolution be forwarded to our Senators in Congress,
This resolution was proposed and adopted by the unanimous vete of

all members present.
Geo. H, Fortsox CampP No. 2, U. B. W. Y.,
B. A. Vouis, Adjutant,

FreEErorT, 1LL., December 12, 1918,
Benater IIExkY F. AsgomsT,

Washingion, D. C.

Dean Sim: Permit me to congratulate you on the bill you presented
to Congress with reference to soldiers’ and sailors’ uniforms and pgiy
If the bill dGoes not ge through, let me suggest that you offer a 1
prohibiting eulogy, as 80 ‘per cent of these men can not live on eulogy,
and it they are not entitled to their old clothes and the erdinary pay
that private individuals would give to a suddenly discharged chauff,
I believe such a bill would be in order.

The American public assisted in furnishing amusement and exira
comforts which the Government did not furnish, and as such an Ameri-
can citizen I am willing to pay for a uniform for any discharged soldier.
I have had no near relatives in the service and am beyond the age
myself, but God knows I owe to a discharged soldier a amlt of clothes
and a pair of shoes, in addition to such amusements as 1 have assisted
in furnishing him. As I say, I wlill pay for one suit. and I hope Comn-
gress will see its way clear to pay for the balance. Let the hoys know
we mean what we say.

I will send a copy of this to our Benators—BnERMAX and Lewis;
also to our Congressman Mr. Joux C, McKEXZIE,

Wishing you sveccess and assuring you that I believe the Ameriean
people, if their attention is called to it, approve of your bill, I remaln,

Yours, very truly,

£ur,

DrEwTON, ALA., Deeember 1f, 08,
ASHURST,
Washinglon.

DesR Bin: 1 have jnnt read the newspaper report of your bLill to
give our discharged f and Navy men their old uniforms and 90
days' extra Emim I ]:len'rt ly indorse the proposition and I think every
onal. soulfu erican ecitizen will do the same. Your statements in
support of the plan are just and thoughtful and do you great honor,

Secnator Hesey P,
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We are going to have a great b‘f debt to paiv in the coming years
and these boys will help us pay it. Some of them will return to
well-to-do homes and good bank accounts, but 9 out of 10 of them
will feel good with the hundred extra dollars in thelr pockets.

How glorions, that their courage and sacrifices have left us able to
make this small demonstration of our appreciation of their honoring
services to the Nation. Greeting cheers we will give them heartl!{,
but these are cheap and evanescent. Your bill will furnish a tangible
token of the Nation's gratitude. ;

This writer is 74 years old—reached his home June 27, 1803;
buried his old grn{ jacket with the honors of war, and framed his
Confederate $50 bill payable by the Confederate States of America—
after treaty of peace with the United Btates—bless its old soul. ' I
took its promise and will for the deed, but our boys are luckier than
their fathers.

They tell us that our Nation is the richest in the world and sending
billions to feed the bungry of Europe and Asia. If we order our
boys to haul off their khaki for other soldiers and another war, might
we not as well furl “ 0ld Glory” that we may g_nickly forget the
story of Chatean-Thierry, St. Mihiel, and Argonne Forest?

Yours, very truly,

BaciNaw, Micm.,
1 December 13, 1918,
Hon. Josernn W. FORDXEY,
Washington, D. C.
Dear Friexp: I see that a bill has been introduced in the Senate by
Senator AsHURST, of Arizona, to permit the soldiers, sailors, and marines
to keep and wear thélr uniforms and also to give them three months'

pay.

f believe this is one of the very best bills that bas ever been intro-
dueed in Congress to relieve and assist the young men who have been in
the Army or Navy. I believe that the uniforms should belong to the
young men who have hought them and that they be at liberty to wear
them any time when they see fit. BSurely no one but a soldier would
want to wear these uniforms, and they would not have to sell to a
person who i8 not a soldier.

Every person that I have talked with approves of this measure, and I
]er that you will do all you possibly can to see that this bill becomes
a

aw.
With Xind regards, I remain,

Sincerely, yours, E. L. BEACH.

MouxT VERNON, N. X,
December 16, 1913,
Senator ASHURST,
I_"_"gl{!'in: I am pleased to note in Army and Navy Journal your bill 8,
moln"m“ you will make it apply to discharged officers as well as enlisted
The officers have made just as large sacrifices in proportion, many
giving up established businesses, which it will take many months to
reestablish. I speak from experience, as I am back to my business and
find it is not easy under Hresent uncertain conditions of business.
flicers have each paid $400 to 500 or more for uniforms, and it
would be only fair to permit them to wear their uniforms three months
and get some wearing value out of them. It would nlso seem only
ﬁlghtﬂ g|"l!llc;w the officers 50 per cent of the cost of their uniforms on
Appreciat!n your efforts in our behalf, I am,
Sincerely, yours,

Eighteen months’ service in United States and in France.

BIRMINGIIAM, ALA., December 18, 1918,
Senator HEXRY F. ASHURST,
Washington, D. C.

DeAr Smm: I notice in the press that you have introduced a bill to
pay soldiers and sailors three months' sa nr{suﬂer the date of actually
mustering out. As a citizen, I feel that this is so eminently just and
proger that I take the liberty of writing you.

It is very important to the country that each soldier and sailor keep
his uniform for use in after years, and not only for use but ns one
of the physical evidences of his devotion to his country and his asso-
ciation in this great world crisis, that is te mean s0 much to this
country in years to come.

In addition to the numerous grounds assigned in the press that yon
have advanced in support of your bill, all of which are most excellent,
I beg to suggest an additional reason why this is proper, to wit: I
know from personal observation in not less than a half dozen of the
Jarge cantonments of the South that a large percentage of the men
when they went to camp were compelled to wear their own clothing for
quite a while, until they could be properly equipped with Government
uniforms. They, therefore, furnished the Government their own equip-
ment for a considerable time.

I am sure that it will require from two to three months' pay for the
average soldier or sailor under present conditions to buy sufficient
clothing, shoes, etc., to enable him to return to private life decently;
and since, in most instances, he wore out one full suit in the service
of the Government before he was fully equipPed it does seem to me
to be simple justice for the country to provide him the funds with
‘which to reimburse himself. This seems to me a sufficient reason, and
when coupled with the many reasons you have assigned, as brought ont
in the press, to impel the passage of some bill to give the relief along
the lines as sugﬁested.
: Respectfully, yours,

. - .

PORTLAND, OREG., Décember 2, 1918,

SENATOR : Note your bill to give soldiers and sailors their uniforms
and 90 days' ]Jlf’

God knows this is little enough, when they were willing to give their
lives. They are not ashamed of the uniform, either, and why make
them lay it aside after 60 or 90 days? Why not allow them to wear it
a8 long as it lasts? Our fathers did so in 1812 and 1865. Why not

the sons?
E. T. Monrnis.

Cavmr LEwis, VA, November 30, 1918,
Senator Asuurst, of Arizona.

GREETING : As a constituent of yours and a former newspaper pub-
lisher of Tuecson, Ariz., I take this liberty to recognize your effort ia
behalf of the United States soldiers. Your idep of advancing 90 days’
pay to the soldier upon his discharge from the Army has the unanimous
approval of all the soldiers of Camp Lewis for the following reasons :

1. The average soldicy has an allotment, war-risk insurance, and
liberty bonds as an obligation.

2. His capacity for nttainin% the same amount of money as a civilian
has been curtailed by his sacrifice in the present emergency.

#. The winter is at hand, and as it wili be severzl months before
conditions industrially will te normal again it would be a splendid idea
to give him a nucleus for his new start in life, as they term it, and
also to prevent any opportunity of social or Industrial dissensions.

4. It is true that if the soldier is so remembered that the favor, plus
the e rience he has gained in ewnomfr with the Armg, will make a
basis for a brighter and better citizenship than before the war.

5. May it come about so0 as the soldier will receive it upon the day
he is discharged and not 90 days after.

Hoping you will be able to interest all of the Senators in this essential
idea, I remain,

Respectfully, .

CaMr Frxstox, KAxS.,
December 18, 1918,

Hon. HExrY F. ASHURST, f
United States Senate, Washington, D, C.

DeaAr Simn: It was noted with a great deal of satisfaction by all the
men in the Army that you had introduced a bill into the Senate to Enr
the men for three months at the rate of pay of their grade upon their
discharge from the Army.

A great deal of interest has been manifested in the nltimate outcome
of s bill since the time it was introduced, but up to the present time
there has been nothing shown in the papers as to what disposition was
made of it. As you know, immediately upon the discharge being granted
from the Army it will be necessary for a vast majority of the men dis-
charged to purchase complete outiits of civillan clothing. This as you
know can not be done for less than the amount you haye propo to
have paid the men,

The French Republic has agreed to the introduction of a similar bill
into the Chamber of Deputies which progos@s to indemnify discharged
soldlers in the amount of 250 francs. [s France more able or more
willing to give her men returning to civil life at least a chance for an
even break than is our own, the richest and most prosperous nation
on_the earth?

I am writing this letter in my own behalf ag well as that of the many
other men who were taken away from their civil pursnits of happinesa
and profit to serve in the Arm,rf'. and who without complaint have served
to the best of their several abilities in such Eiaces as they were sent,
and now that they are about to be discharged find that a hardship in
being properly equipped to reenter elvil life is about to be encountered ;
hence this appeal to you to urge this bill and show the men who have
served just the attitude of the men whom they have helped to send to
the Halls of Congress to represent them.

_—

Eaxsas Ciry, Mo., December 9, 1918,

DeAr 8ir: Hope you get your bill through, as I have three nephews
over in ¥rance and I know they would like to keep their uniforms asg
a relic. 1 herewith mail you two statements of Kansas City Star., There
has been several like this and you may not see them. This to show
what interest is being taken.

Respectfully, Joux MEREDITH.

GIVE DISCHARGED SOLDIERS AND SAILORS UNIFORMS AND 00 DAYS' PAY.
To the Star:

I read in to-day’s paper Senator ASHURST, of Arizona, had proposed
a bill giving soldiers and sailors the uniforms they wear at the time
of their discharge and 90 days' pay.

I think that the best proposition made for our returning soldiers
and sailors. With what pride they will look on thoge uniforms in days
to come—just as we look at the relics used by our ancestors! It keeps
in the heart real patriotism and love of country, It will not be a mem-
or{vonly, but something tangible.

hat with the drilling, the embarkation, the arrival in foreign coun-
tries, the terrible battles they have been in, and the home-coming, it
geems to me they will be dazed and hardly fit for work. What will
they do? They must live, Some have no homes to come to. I am sure
Uncle Sam is willing to let them rest without worry,

I hope the bill will be passed.

DAUGHTER OF AMERICAN REVOLUTION.

LyNcHBURG, VA, December 10, 1918,
Hon. HEXeY FF. ASHURST, [
Washington, D. (', .

Desr Sik: I am writing yon to say that I heartily agree with your
bill to allow the retiring soldiers to retain their uniforms and to be
given 90 days' extra pay, too.

The uniforms will be worth nothing to the Government, but will
mean a great deal to the soldiers now, as well as in after years,

They will all be broke when they retarn, and certainly 90 days' exira
gay is little enough compensation for the magnificent work they have
one. I believe the people are with you practically unanimously on
this proposition.

Yours, truly, G. M. BRASFIELD,

BALTIMORE, MD., December 11, 1918,
United Stiates Senator AsHURST.

Sir: In to-night's paper I read of the bill you have introduced to
%h'c each discharged soldier his uniform and three months' pay, and
rom experience I can say it is the most humane bill I have ever read.
When I state “ from cxperience,” I was discharged in 1898—November
T—and being a newly married man with $28 finals, my uniform was a
godsend. Some will spend it in a few days, but the majority will see
itas I do. I also wish to state that I hope to be a resident of Arizona
soon—where at, I do not know. XMy reason Is that, being a sufferer
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from tuberculosis, malarial poisoning, and pyorrhea, I am compelled to
keep moving to kecp able to support my family, and my wife’s help.
Now, I will tell you of a little incidant. Being an ex-soldier, I have
always endeavored to make my home pleasant for as mnf of the boys
as 1 could financially entertain. So last June I saw, while working at
my trade at Fort Mclenry Base Hospital No. 2, an artilleryman m
France. He looked as if he had gone through some hard , and
I accosted him and invited him to home, as I had done to other
boys. He told me he had not been paid for nine months. e i
or papers, could not catch him. And he had been operated on for ap-
pendicitis in mid-ocean, and since then in New York, and was due for
one in Fort McHenry. Anyhow, I fixed him up financially, also with
tobacco, and took h home, ie gicked up wonderfully since then.
1lis last operation has been successful and I introduced him te a perfect
young lady, and they get married Christmas, and when he gets his dis-
charge we are all going to Arizona. We had decided to go before, and
now sinee I have read your bill it confirms my idea of Arizona. I am
no noviee to the West, as I nt seven years in California. We in-
tend to go as soon a2 we are able. He is a farmer and I am a practical
huﬂ;alow bullder }u they are bunilt in California).

oping your bill will pass with Do tion, and when we become
voters in zrixm you can rely on itwo, no matter which political party.

I am, most respectfully,

W. B. Haenis,
1316 James Street, Baltimore, Ad,
T'. 8.—My penmanship comes from nervousness, which came from my
own physical troubles. ' W. 8. H.

AXNISTON, ALA., November 30, 1918,
Benator ASHURST,
United Statcs Senate, Washington, D, C.

My Dear Sir: Notice of preparation of your bill was published in a
local ne per, the Ammiston Star, Anniston, Ala. sAmMe NeEws-
per med statements of artermaster Department, and it said
t m s of articles of clothing were on hand un b
It occurred to me that inasmuch as such equipment was on hand, and,
too, inasmuch. as all present issued clothing was * second hand ” when
issued, that some or all of the surplus new uniforms be given the boys,
who would like to go home looking decent, but who are ashamed to
wear the oversizes and patched trounsers, etc., home. It is perfectly
proper that we soldiers should sacrifice our pride and even substance
life if necessary, but as we e affer such as we ha
thro Tittle,” it is

go hom ve been
h, “ much or no more than right that we should
have

he $90, or three months' pay, and the clothes which are on hand
pow unissued.

Most men would be able to find employment, and maybe the $90
would be the means of them getting started over in some new or old

peeupation.
S ngbuys admire you and appreciate such a man in the Senate.
Yours, respectfully,

Prt. B, E. PROCTOR, JR.,
First Company, Nincty-cighth Division, Camp McClellan, Ala.

Mr. FLETCHER. Mr, President, I think I can say for the
members of the Committee on Military Affairs that there is
really no opposition in that committec to the bill offered by my
polleague [Mr. TRAMMELL].

Mr. SMITH of .Georgia. Mr. President, is it not true that
that bill has been approved now by a majority of the members
of the committee; that they have signed their approval to it,
and it is ready to be reported and passed?

Mr. FLETCHER. I think so.

i Mr. SMITH of Georgia. We could eall it up this afternoon,

| Mr. BORAH. Mr. President, do I understand that this
amendment, in substance and effect, is approved by the Military
‘Affairs Committee?

Mr. McKELLAR. That is true. It has been approved by the
Military Affairs Committee and directed to be reported, sub-
Jject only to the Secretary of War changing its verbiage.

The VICE PRESIDENT. The question is on the amendment
of the Senator from Florida. i

The amendment was agreed to.

Mr. TOWNSEND. Mr. President, I desire now to complete
the amendments in relation to section 900, in completion of the
work which was done by the Senator from South Dakota [Mr.
youxsox] in his amendment.

By that amendment we have stricken from paragraph (1)
everything except automobiles and motorcycles. Now, it has
occurred to me that all of these items should be treated in
exactly the same way; that there is no reason which may be
urged in behalf of one which is not good in relation to the
others. They are not luxuries. That has been determined, I
think, by everyone who has given the matter consideration.

Then in section 8, on page 194, is the tax on tires, inner
tubes, parts, or accessories for any of the articles enumerated
in this other paragraph. In other words, I ask now to amend
the bill forther by striking from it the tax on automobiles,
motoreycles, and the new parts which apply to those particular
items.

This is all one subject. Lt is all ireated, or should be treated,
in exactly the same manner. These were luxury taxes. They
are not such; and we having decided that in some cases, it
seems to me that we ought to include the other matters.

I do not care to occupy the attention of the Senate on the sub-
Ject, and I am perfectly willing to take the judgment of this body
upon it. Therefore I move to have it treated the same as the
other amendment, which was carried, and to strike from the bill

subdivision “(1)" on page 193, and subdivision “(3)" at the top
of page 194,

The VICE PRESIDENT. The Senator from Michigan pro-
poses an amendment, which will be stated.

The SecreErary. It is proposed to strike out all of lines 18 to
22 on page 193 and lines 1 to 5 on page 194.

Mr. SMITH of Georgia. Mr. President, we make no point at
all upon the time when the motion is made, and agree with the
statement of the Chair that it can be considered; but I think
we ought io state again, from the committee fo the Senate, just
what you are doing.

The commitiee took the bulk of the burden off of the auto-
mobile business and the automobile operation. The House put
a tax on gasoline. We struck that out. The House put a tax
upon each owner and user of an automobile. We struck that
out. The House put a tax of 10 per cent on automobiles and
motoreycles. We reduced it to 5. The House put o tax of 10
per cent on accessories, tires, and things of that kind con-
nected with automobiles. We reduced it one-half. Now, you
are about to strike out the last $55.000,000 that we have left
in this bill. It is estimated that the automobiles and motor-
cycles will pay $40,000,000, and that the accessorles will pay
$15,000,000. That is $55,000,000 more. You are about to strike
that out, also, or the motion is to strike it out.

Speaking for the committee—I think I can speak for a Iarge
majority of them—we do not think this ought io be done. We
do believe that this tax is reasonable on the manufacturers of
automobiles and motorcycles and on these additional supplies
for automobiles. It is reduced one-half from what the House
had it, and the industry has been freed from the balance of the
tax by taking it off of gasoline and taking it off of the opera-
tors of automobiles, ;

I do not believe it is possible to get this bill ihrough without
some of this tax being left. I believe it will either go back on
gasoline, or it will go back on the operators of automobiles, or
it will go back somewhere; and this is the best place to leave
it—on the manufacturers of the automobiles and motorcycles,
I think the action of the committee was at least wise in leaving
this tax in the bill

Mr, McCUMBER. Mr. President, the argument that was
made in favor of siriking the tax off of the trectors, and so
forth, was an argument made seemingly for the benefit of the
agricultural class, and for the benefit of no one else. I know
enongh about the agricultural class to know that there are $10
or perhaps $50 invested in automobiles by that class where
there is $1 invested in these other articles which you wish to
protect from the tax. A little Ford is no more of a luxury to
the farmer than a horse and buggy were a few years ago.
Nearly every farmer has one of that kind, or one similar to it,
It is just as necessary for him to run to town in his automo-
bile, especially in the Western country, where quite often he is
30 or 40 or 50 miles from a town of importance, as it was in
the olden days to drive his horse and buggy that distance.

It does seem to me that none of these are really luxury
taxes, and if they are not luxury taxes they ought to go out, all
of them. I voted to take them all out, and I would vote again
to take them out to-day, because I think it applies just as much
to one class as to another; and, although I represent a purely
agricultural State, I do not want to say to the man in that
State: “ You can have your article free, but the merchant in
the little town must pay taxes on an article that is produced
bﬂ ];.he same manufacturer.” I think they ought to be all treated
alike.

Mr. BORAH. Mr. President,
seventy-five or eighty millions——

Mr. NELSON. Oh, Mr. President, two hundred and fifty
millions.

Mr. LODGE. The Senator is speaking of taxes, and mot

expenses.

Mr. NELSON. I mean the expenses. We have just added
an amendment here increasing the expenses of the Government
£250,000,000.

Mr. BORAH. Very well
do about it, and I will aceept his figures.
the position that I am going to take.

I voted against the amendment that was offered a few mo-
ments ago, although it was supposed to be offered in behalf of
the agricultural interests, and a large part of my Slate is
dedicated to that vocation; but I have not heard any consider-
able protest on the part of the agriculturists or farmers in
regard to this matter. The only protests, the only letters I
have had, have come from the manufacturers of automobiles
and the manufacturers of these articles with which we are
now dealing; and I suspect that they are the ones who are
most concerned about this matter. In view of the fact that

we are just adding about

The Senator knows more than I
It only accentuates
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we are adding expenses here to the extent that we are, we
ought not to undertake to reduce upon those matters which,
whether they are necessaries or luxuries, can afford in this
emergency to pay this tax.

Mr, SMOOT. Mr, President, just one word. A couple of
hours ago the Senate voted to place a tax of 10 per cent upon
clothing. Now we are going to vote whether we are going to
impose a tax upon automobiles or nof, after cutting it from
10 per cent to 5. I can not see the consistency in any such
course of action.

Mr. MYERS. Mr. President, I ask for a division of the ques-
tion. I ask that the motion to strike out subdivision “(1)” on
page 193 be voted on as one guestion, and that the motion to
strikg out subdivision “(3)"” on page 194 be voted or. as another
ques

The VICE PRESIDENT. The question is on the motion to
strike out subdivision “(1)” on page 193, as amended.

The motion was rejected.

The VICE PRESIDENT. The question now is on the motion
to strike out paragraph “(3),"” on page 194.

The motion was rejected.

Mr. JONES of New Mexico. I desire to call up an amend-
ment I offered some days ago on page 8, line 4, to insert a para-
graph as follows:

(¢) When parcels are sold from a tract of land as part of a plan of
development and d!sposltion. no ghall be deemed to accrue to the
owner from the eal Eucel until enough shall have been sold
to return to him the eoat of the tract or its value on March 1, 1913,
if it was acguired by him on or before that date,
| The other day in discussing the bill I called attention to this
very important situation which affects the irrigation industry.
Under the present ruling of the department if a man has an irri-
gation enterprise, and sells any of it, the difference between the
cost of the few acres which he sells and the rest is considered
as income, although the cost of construction of the work has
not yet been paid for. In cases of that kind where the project
is being developed, the amendment provides that the person shall
not be charged until after the cost has been determined. I cer-
tainly hope that the amendment will be accepted. I trust it
will not be opposed by the committee.

Mr. SMOOT. Mr, President, just a word. I can not see why
this amendment should be adopted after the provisions of relief
have been given in the bill. It seems to me it is simply an
amendment to relieve real estate agents in the sale of land.

Mr. JONES of New Mexico. Oh, not at all.

Mr. SMOOT. I can not construe it in any other way than that,
Of course, I do not care to discuss it any further. I am per-
fectly willing to have a vote on the amendment.

AMr. SMITH of Georgia. Mr. President, I agree with the view
taken by the Senator from Utah representing the chairman of
the committee. We are told it is necessary, but I do not think
there is any more reason to apply it to real estate than to a stock
of goods or anything else.

Mr. JONES of New Mexico. Mr. President, I discussed the
matter the other day, and among all those who understand en-
terprises of this sort it was thought that, without some amend-
ment of this kind, you will not have any more irrigation proj-
ects developed through private capital. I sincerely trust that
the amendment may be adopted. It would tend to relieve the
situation where the man has made no gain and when he has to
pay out every dollar which he received in discharging the mort-
gage he put on the land in order to construct irrigation work.
I sincerely hope that there will be no objection to this amend-
ment.

Mr, SHAFROTH. May I ask the Senator whether, when the
amount which has been placed In the enterprise is paid, it is
subject to assessment?

Mr. JONES of New Mexico. Every dollar that comes in is to
be considered as gain, and is income taxable at that.

Mr. SHAFROTH. 1 heartily agree with the Senator that
unless it is done we are not going to have the large irrigation
enterprises where sales are made in the western country. It
seems to me we ought to encourage that kind of development in
the West.

Mr. SMOOT. Mr. President, I wish simply to say that the
practice of the department to-day is not to impose a tax upon
any proposition until there is real gain made.

Mr. JONES of New Mexico. I think I ¢an give the Senator
some information, at least, which I received directly from the
department. In such a case as I have mentioned, when the first
80 acres is sold the difference between the actual cost of 80
acres and the sale price is figured as income, and if yon sell
enough so that the income will meet the running expenses for
the year, it is considered gain, although there may be a mort-
gage on the property of $1,000,000,

Mr. SMOOT. Whatever interest is paid on the mortgage is
allowed to be dedueted.

Mr. JONES of New Mexico. No; it is only the Interest on
the mortgage which is permitted to be deducted.

Mr. . That is exactly what I said—the interest on
the mortgage is allowed to be deducted before any gain can
possibly be shown., Not only that, these payments are made in
perhaps 10 different yearly payments, and history shows that
many of the payments made in the first year are turned back
into the company by the purchaser of the project and represented
by the payment of the purchase price. I can not see but that the
ruling of the department and the practice of the department
covers everything that ought to be covered in a case such as is
referred to in the Senator’s amendment.

I am deeply interested in the development of the western
couniry as the Senator, and deeply interested in seeing the
reclamation projects established, maintained, and made a sue-
cess of, but really I think this is going entirely too far even
in that case, hard as it was.

" Therefore, Mr. President, I can not understand why the
Senator asks for this particular legislation. I do not believe
it is going to assist anything in any irrigation projects.

Mr. JONES of New Mexico. I ask for it for the reason that in
any irrigation enterprise there is not a dollar of actual profit
until you hava sold enough land to pay the cost of building the
work and the cost of the land. There is not and can not be a
dollar of net profit in it, but after that is paid then the receipt
becomes profit. It is simply a question of doing justice and
notﬂtt:.sxing a gain or profit until a thing becomes a gain or
pro

Mr., SMOOT. That same thing applies to a merchant who
has a stock of There is no profit made until the goods
are sold. It applies to every farmer in the country. It applies
to every person who pays a tax. I can not see why this par-
ticular case should be differentiated.

Mr, WOLCOTT. Mr. President— i

Mr. JONES of New Mexico. I yield to the Senator.

Mr, WOLCOTT. Is the tax which the Senator speaks of to
relieve this irrigation project a tax imposed upon net profits?

Mr, JONES of New Mexico. The provision which I offer is
not to consider that as a gain until enough land has been sold
to pay the cost of the project.

Mr. WOLCOTT. I wish to ask the Senator a question fur-
ther. A moment ago he said that there is no gain until enough
land is sold to repay for the land, and until that time has been
reached it can not be considered as a taxable proposition. There
is no profit until the cost has been fully repaid.

Mr, JONES of Washington. Unfortunately it Is because of
the ruling of the department that I have offered this amend-
ment. I think the Senator’s ideas should be carried out, but it is
because of an adverse ruling of the department that I have
offered the amendment.

The VICE PRESIDENT. The question is on agreeing to
the amendment presented by the Senator from New Mexico.

The amendment was rejected.

Mr. SHEPPARD. 1 offer the following amendment:

The VICE PRESIDENT. It will be read.

The SECRETARY. Add a new section, to read as follows:

That the provisions of section 5 of the act entitled “An act moking
appropriat‘lons for the service of the Post Office Department for the
fiscal ¥ ending June 30, 1918, and for other purposes,” approved
lrlarch 3 1917 relating to intoxicati.ng liguors in interstate commecree,
e T ey v Copenies, hud Tor othas porpost’ apprbved Octoner
lsms.i.ﬁtf?deb;a nn‘:! theaxpslme are hereby, made nppllmhle to the District
of Columbia,

Mr. PHELAN. Mr. President, I understand that this is the
same amendment which was proposed recently as a rider on a
bridge bill, and to which the presiding officer called the atten-
tion of the Senate. I think it is equally obnoxious to the
present proceedings when we are considering a bill providing
for revenue. If it were in order, I would object on the ground
that it is not germane, but I understand that objection would
only lie in case of a general appropriation bill, so the only re-
course I have is to appeal to the Senate by informin" this body
exactly what the amendment calls for.

It is to deny to the citizens and temporary sojourners in the
Capital of the Nation the privilege of imperting wine into the
District, against which there is now mo prohibition. There is
a prohibition against the manufacture, sale, or the giving away
of wine. There are no barrooms nor hotels nor clubs now
enjoying the privilege of sale or of giving away wine. So there
is the practieal complete prohibition of the liquor traffic in the
District, with the exception of the privilege which has this
many months been accorded to residents to import wine for
their own table use, and which is now proposed to be denied.
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If this amendment is adopted there will be no means by which
the citizens of this District can regale themselves except by
seeking sanctuaries in the legations and the embassies. We are
giving to the foreigners a privilege which we deny to our fellow
citizens. 1 would urge that we move slowly, in view of the fact
that there will be national prohibition not later than February,
1920. The New York Sun yesterday enumerated 38 -States
which would ratify by January next the Federal amendment,
which by its own provision goes into effect one year later; so in
February, 1920, there will be no liquor of any kind sold or man-
ufactured in the United States, including the District of
Columbia.

If this amendment prevails it cuts the privilege off in the
District of Columbia prematurely, now enjoyed by States that
are not now dry. -

We are made an exception, and as the law-making body reside
in the District of Columbia it is asking much of them to deny
themselves this privilege which is enjoyed in so many States
where prohibition laws do not now obtain.

Why anticipate February, 1920? It is but a year. It enables
the Government to gradually cut down libations. Citizens will
not be exposed to the danger of suffering from the shock, and I
believe it is a good medical practice to wean a man away from
the bottle slowly.

Mr. SMITH of Georgia.

Mr. PHELAN. Certainly.

Mr. SMITH of Georgia. If this amendment should pass the
Senate there would be a few days of delay before the confer-
ence agrees upon it and its approval. Why could not the gen-
tlemen so situated lay in what they needed in the meantime?

Mr. PHELAN. Owing to congestion of traffic between Balti-
more and Washington or New York and Washington, it would
be practically impossible within that period to supply the de-
mand.

It seems to me it is dealing in a very small way with the
District of Columbia by denying it a privilege enjoyed else-
where and rather taking advantage of a position which gen-
tlemen enjoy by holding a majority to punish, even to torture,
those citizens who are less favored than ourselves in strength
and ability to resist this gentle temptation.

I will not discuss now the practice of wine drinking at meals,
something demonstrated as wholesome by the countries of the
0Old World and approved by the Bible itself. “ Drink no longer
water, but take a little wine for the stomach’s sake,” is an in-
junetion, I believe, coming from a pious and serious authority
many years ago and still advised by the medical profession.

So it is not the drinking of wine at table that produces disease
or vice or crime. It is a healthful and salubrious practice in
moderation, and I believe the citizens of Washington are given
to moderation.

I would call the Senator’s attention to this thought: Not-
withstanding the position which the citizens of this District
now enjoy, the police have, without warrant of law, been arrest-
ing all manner of men coming into the District of Columbia
carrying containers with liquor. There is no law at present
where such importation is forbidden, and yet the municipal au-
thorities are humiliating men by bringing them into the police
court to there determine whether the wines are for their own
personal use. They are prosecuting that practice so diligently
that there is much indignation and editorial expression in this
community in enforcing a so-called law which has, in fact, no
place upon the statute books. I do not know that it has been
abused here; whether it is abused or not, it is a privilege
which the citizens of this community should enjoy until for-
bidden, and they should not be discriminated against by an
act of Congress. This community has no means of expressing
itself except through Congress. It is denied the privilege en-
joyed by other communities of vote and representation, and
being thus made helpless, it is the refinement of cruelty for Con-
gress to pass a law of this kind. I will propose an amendment
in season.

Mr. SHEPPARD. Mr. President, the Senator from Cali-
fornia has restated in his eloquent way some of the old but
long-ago exploded antiprohibition arguments. I merely want to
remind him that the bridge that presents itself now is a safer
and securer one than the Tennessee River bridge, the bill
which I attempted to amend a week or two ago by offering this
bone-dry measure as a rider thereon.

I have here letters from the Commissioners of the District of
Columbia and from the chief of police which show the imme-
diate necessity of action of this kind. After receiving these
letters I have deemed it my duty to present this measure as an
amendment to this bill. I ask that the letters be read.

The VICE PRESIDENT. The Secretary will read.

May I ask the Senator a question?

The Secretary read as follows:
COMMISSIONERS OF THE DISTRICT oF COLUMBIA,
METROPOLITAN POLICE DEPARTMENT,
Washington, D. C., December 12, 1918,
Hon. MORRIS SHEPPARD,
United States Senate, Washington, D. O,
MY DEAY BENATOR: I am exceedingly glad to learn from
bill to apply the Reed bone-dry law to the District of Columbia has been
P E Ras hera Doat anfortanets, of
n most unfortunate, of course, that during the year the Dis-
trict has been dry under the Shep bill the National (gﬁpital is the
only place in the whole United States where prohibition is enforced that
has not enjoyed the benefits of the Reed bone-dry law. If it were not
for the fact that the military-zone law has been extended to apply in the
District of Columbia, conditions in Washington during the period of
demobilization and thereafter would surely become very bad. As long
as persons are permitted by law to bring large quantities of liquor into
the National Capital and are free from prosecution if they make a fairly
good statement that it is for personal use, just so long will a certain
class of men and women stop honest labor and attempt to get quick
rofits in the bootle; “% business. For more than a year t§u courts
ave become conges with cases growinghout of arrest of persons who
have entered the bootlegging business rather than work. The applica-
tion of the Reed amendment to the Distriet of Columbia, the same as it
applies to all other dry territory in the United States, would make such
a situation in the courts impossible.
Very truly, yours,

ou that the

. R. W. PULLMAX,
Major and Superintendent,

WASHINGTON, Dccember 12, 1918.
Hon. MogrRis SHEPPARD,

United States Senatle, Washington, D, O.

My DEAR BENATOR BHEPPARD: The Commissioners of the District of
Columbia are informed that it is your purpose to urge the immediate
gassa e of the bill applying the Reed bone-dry act to the Distriet of
bﬁ}uﬂg %:a'thTh? ci:‘ommttm onerst hai\;; atlready reporied favorably on tlg{s

. bu ey take 8 opportun 0 urge you to use every possible
effort to bring about 1ts immediate enactment into law. e

The Distriet of Columbia is the only prohibition terrltm? in the coun-
try to which the Reed amendment does not apply. This fact is largely
responsible for the large importations of liquor that are mow being
made. The police department has been diligent, the dockets of the
courts have been congested with liquor cases, but the conditions have
become almost intolerable.

If the proposed bill becomes law, then the authorities here will have
the same oip rtunity to enforce the prohibition laws. as is enjoyed by
the authorities in other prohibition territories. Without this opportu-
nity, there will undoubtedly be a continuance of the highly proiitable
bootle l%g business to the detriment of all conditions affecting law and
order in this jurisdiction.

The commissioners trust that the Semate will pass the bill, and be-
lieve that its enactment into law will be followed immediately by a
marked improvement in conditions in the District of Columbia.

Very respectTully,
THE BOARD OF COMMISSIONERS OF THE
DisTRICT OF COLUMBIA,
Dy Lovis BROWKXLOW, President.

Mr. JONES of Washington. Mr. President, I simply want to
say that the chief of police called on me yesterday and urged
that Congress should take some action in this matter immedi-
ately. He said the Department of Justice and the War Depart-
ment were cooperating with his foree very diligently, but under
the law as it now is they can do very little. He stated that
four carloads of liquor came into this town yesterday by ex-
press and he expected a similar amount to-day. He called my
attention=to the particular class of people who seemed to be
making it a business to bring liquor here from Baltimore. He
also called my attention to particular instances that have hap-
pened in connection with attempting to enforce the law. One
in particular illustrated, he said, the methods that are used.
He stated that they use a particular term that is applicable to
liguor and change that term from time to time; that he sent a
part of his force down into the southwestern part of the city a
few days ago; that a colored man got on the running board of
the automobile and asked them if they wanted a certaln thing,
using a term which applies to liguor. The police force were in
citizens’ clothes and they said “yes” and he pulled out of his
pocket a bottle, and they arrested him.

He began to cry, “ Murder!” and the chief said that from 50
to 100 colored men came from different parts, that they were
rushing up, and he had no doubt that they meant to attack
the officer. The other men stepped out of the machine with
Krag rifles in their hands, and the chief said that they had
found that the colored men in the sonthwestern part of the
city cared but very little for revolvers; that they seemed to
estimate that only about one shot out of ten fook effect; but
that they did have very great respect for rifles. He therefore
had his men armed with Krag rifles, and when the men carry-
ing them got out of the machine the darkies faded away.

Mr. President, he states that it is taking nearly his entire
force ; that they must go in squads really to endeavor to enforce
the law; that they have urged that Congress apply to this
Distriect the same law, at any rate, that we have applied to
other territory where the legislative authority has prohibited
the sale and manufacture of liquor; and he states that if we
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will do that, it will assist them wenderfully in the enforcement
of the law.

Mr. President, as the letter states, the Government has estab-
lished a war zone in the District of Columbia, and yet these
people on whose account an appeal is made here to continue this
traffic, are doing everything in their power to debauch the men
who have saved our country. It seems to me that Congress
ought not to hesitate one minute to put the force of its authority
behind the men who are trying to protect not only the soldiers
but this community from the evil effect of this traffie,

SEVERAL SENATORS. Vote!

The VICE PRESIDENT. The question is on the amendment
offered by the Senator from Texas [Mr. SHEPPARD].

Mr. HITCHCOCK. Mr. President, a few days ago I made the
statement here that the Post Office Department, and also the
War Department, had largely broken down in the service of
mail to the soldiers in France and in the service of mail from
the soldiers in France to their families in America. I am now in
recelpt of a letter from the Postmaster General——

Mr. SHEPPARD. Will the Senator allow us to vote on this
amendment? .

Mr. HITCHCOCK. XNot until I get through. I see 2o possible
reason why, if the Senator can bring in his favorite hobby of
prohibition here, I ean not bring in anything I please.

Mr. SHEPPARD. I was under the impression that the
Senator from Nebraska was bringing up another subject, think-
ing that this ene had been disposed of.

Mr. HITCHCOCK. Not at all. I had not expected to inter-
rupt the revenue bill, but if the Senator from Texas ean interrupt
the revenue bill with his particular hobby, I do not see any rea-
son why the matter which I now present can not be discussed.

I am now in receipt of a letter from the Postmaster General,
calling attention to the fact that since the 30th day of June, of
this year, the Post Office Department has had nothing to do
with the delivery or distribution of letters to the soldiers in
France, but has simply delivered those letters to the War Depart-
ment at a certain terminal in New York City; also, that it has
had nothing to do with gathering the mail from the soldiers in
France, but has simply received that mail at Bordeaux for trans-
portation to the United States.

I shall ask to have the Postmaster General's letter published
in the Recomp for the purpose of exonerating the Post Office De-
partment for any failure since the 30th of June to see to the
proper delivery of the mail. I will say, however, that prior to
the 30th of June the Post Office Department was largely responsi-
ble for the failure to deliver mail promptly to the soldiers in
France, and the breakdown was so complete that the War De-
pariment insisted on taking over the work. Since that time the
War Department has made about as complete a failure as had
the Post Office Department prior to that time. But in justice
to the Postmaster General I send to the desk, and ask to have
printed in the Recorp, a letter from Postmaster General Bur-
leson.

The VICE PRESIDENT.
sion to do so will be granted.

The letter referred to is as follows:

OFFICE oF THE POSTMASTER GENERAL,
Washington, D, 0., December 21, 1318,
Hon. G. M. HiTcHCOCK

United State Senate.

My Dear Sexaror HiTcHCOCK: I note on page 659 of the CoxcreEs-
BIONAL RECORD of December 19 that you stated the course of debate:

**The uul*rnexpmnaﬁon for the failure to deliver the mail to the
soldiers in France and for the failure to receive the letters of soldiers
in France written to their families in this country is, in my opinion
rank incompetency; and I take this occasion to say that it is one o
the most disgraceful breakdowns of the Post Office ent in the
first place and of the War Department management in the second place,
that the soldiers in France have been deprived of their home letters and
the folks at home have been deprived of the letters from their soldiers.”

By reference to Senate ment No. 269, hereto attached, it will
be geen that the Senate was advised by me in .Tulg last that, sinee June
30 preceding, the Army has been conduc the ortation and
delivery of the maill to the soldiers addressed for delivery in the United
Htates. Under this arrangement the mails for the troops in France are
distributed by this service at the Chelsea Terminal railway post office at
New York, in accordance with schemes furnished by the military au-
thorities, and handed over in sealed sacks a pmprinte]i labeled to sald
authorities at the port of embarkation, whereupon the responsibility
of this department ceases and the military aunthoritles undertake the
transportation and delivery of said malls to the individual soldiers ad-
dressed, In order to keep a proper check on the course of the mails
and to locate responsibility for delays a dally report is rendered jointly
by an ofificial of the Armr and an official of the Rallway Malil ice
in charge of the distribution of these mails, gald statement showing the
amount of mail distributed and sealed ready for dispatch and the amount
of mail undistributed in the Chelsea Terminal at 12 o'clock noon
each day. A perusal of these daily reports shows that on no occasion
bas there been as much as 24 hours’ accumulation of undlstributed mail

that most of the reports show that the letter mails were dlstribut

as fast as received, It is noted that you state that “ there is compara-
tively little second-class mail that goes to France,” and in connection
therewith I desire to point out that far the three months ending No-
vember 30 there was tributed in the Chelsea Terminal rallway post

In the absence of objection, permis-

office a total of 226,408 sacks, or 13,233 935 pleces of printed matter and
parcel post, a weekly average of 1 .410{ sacks, or 1.0{7,995 pieces,
Under the above-mentioned transfer of jurisdiction the mails from
the soldiers in France are collected by the military authoritics and
handed over to this service at a distributing terminal In Bordeaux,
from which time the postal service assumes responsibility for the
bandling of the same. In connection with the res nslbﬂﬂy of the
Post ce Department in the handling of these mails, I beg to quote

from a letter of the United Btates postal agent on the subject, as
follows :

“ The boys in the Bordeaux Terminal take a great deal of pride in
the mamnner in which they are prepa the mall for the States and
the promptness with w they get it out of the terminal on the
day of shipment. With the last truck load which left the terminal
(dispatch oi‘.d%e teﬁl’gel; 14 at!o’a;' the docks, not a letter, paper, or

parcel was
Since the dispatch of ember 14, just mentioned, there have

been 18 dispatehes of mail from the in ¥rance, and from the
reports received there were only two oo ons on which the Bordeaux
Terminal was not entirely cleared of all mail on hand, such a ecircum-
stance being due to itions over which the post office has no eon-
trol, such as insufficient space on board the steamer scheduled to
receive the mails.

The mails from France are thoronghly distributed between sailings,
in the Bordeaux Terminal railway post office, to States, raflway
post-office lines in this country, and even to cities, thereby expediting
their handling and delivery upon receipt in the United States.

This is the sitoation since Jume 30, when the Army assumed
responsibility for the mails going to France, at the port of New York,
and delivered the mails from the soldiers im France to the post-office
authorities at the port of Bordeaux. Every report that reaches me
from my own officials, as well as from the Army, indicates ihat there
is no delay in the handling of the mails under the jurisdiction of the
Post Office Department. If you have any information indicating the
breakdown of the Post Office rtment’'s work in connection with the
mails to or from the soldlers in Franece, I shall be pleased to be
ﬂdﬂseﬂlm of the particulars in order that prompt remedy may be
a

p}.- must make this statement in justice to the Post Office Department,
and feel certain that after reading this letter, also the sccompanying
docoment, youn will see that this department is In no wise nsible
for the delays to mail to and from the soldiers, complained of by you,
and I feel certain that in falrness to this braunch of the Goverument
you will take action to correct your statements charging a breakdown
on the part of the Post Office Department.

Sincerely, yours,
A. 8 BrRrLESON,
Postmasler General,

Mr. BORAH. Mr. President——

Mr. HITCHCOCEK. I yield to the Senator from Idaho.

Alr. BORAH. By what authority does the Post Office Depart-
ment avoid the responsibility, which rests upon it, of transmit-
ting the mail and taking care of it?

Mr, HITCHCOCK. The Senator from Idaho has asked a
question which I am not able exactly to answer, except that we
are in war times, and I suppose that the jurisdiction of the
Pust Office Department in France would only be such a jurisdic-
tion as the military authorities yielded to it.

Alr. NELSON. Alr. President, will the Senator from Nebraska
yield to me a moment?

Mr. HITCHCOCK. I yield.

Mr. NELSON. I think the answer to the question of the
Senator from Idaho (Mr. Borax) is that up to a certain time
the Post Office Department had charge of the distributien of
mail over in France, and that after that time—I do not recall
the exact date—the War Department took charge of its distri-
bution. I know that of my own knowledge, for one of my former
clerks is engaged in the work over there. The War Pepart-
ment has had charge of the distribution of mail since last June,
I think, and perhaps earlier.

Mr. HITCHCOCK. The War Department has had charge of
its distribution since the 30th of June. I had just stated that
to the Senator from Idaho ; but he now desires to know by what
authority the Post Office Department abdicated its duty and
turned it over to the War Department; aud I say I do not know.
I suppose the War Department had no right to diztribute mail
in France, and that the military authorities only got such
authority by reason of the laws and customs of war.

Mr, BORAH. Well, Mr. President, it occurred to me that if
1 should write a letter to a friend in France I should not be
exactly satisfied with my Government if the department which
had charge of the matter should deliver the letter down here
to the Treasury Department, for instance, or should deliver
it at the suggestion of the Treasury Department somewhere, I
was simply curious to know why and how it is done.

Mr. NELSON. Mr. President, if the Senator from Nebraska
will allow me, I beg leave to say that during the Civil War our
experience was this: The Post Office Department would send
the mail to the different camps or to different organizations.
After it reached there the mail would be distributed by the
officers of the different corps or regiments. After the mail has
reached France, manifestly, it seems to me, that the men con-
nected with the Army were the proper ones to distribute it.
Our Army was in motion ; it was not like distributing mail here
in the city of Washington, where eyery man’s house is numbered.
The Army was moving rapidly from place to place, from camp
to camp. They were here one day and at another place another
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day. Henee, from the necessities of the case it was proper for
the War Department to distribute the mail after it got to
France. That is exactly the method which was pursued during
the Civil War.

Mr. BORAH. Mr. President, the Senator from Minnesota
is discussing ones state of facts, but unfortunately there is
another state of facts which exists.

Mr. NELSON. No; the mail was shipped over under the
authority of the Post Office Department. It was only after
the mail reached France that the Army took charge of its
distribution.

Mr, HITCHCOCK. Mr., President, at the beginning there
was an arrangement made under the toleration of the War
Department, by which the Post Office Department undertook
to distribute the mail to the various division headquarters,
as I understand, in France, or possibly even to the headquarters
of smaller units. That continued from the time we entered
the war until the 30th of June. Thereupon, complaints having
grown very great that the mail was irregular and very much
delayed in delivery, the War Department insisted on taking
over its distribution after it reached Bordeaux. It was finally
given control of the mail at New York, and actually carried
it over in Army transports and distributed it throughout
France. Mail coming from France, from the soldiers there,
was delivered to the Post Office Department at a terminal in
Bordeaux, and is so delivered at the present time. So from
the 30th of June on the Post Office Department is not actually
responsible for the failure to deliver mail, but prior to that
time it was responsible. There were, however, disagreements
between the departments as to which department was chiefly
responsible even before that time. There can be no question
now that the failure is due to the failure of the War Depart-
ment,

Mr. SMITH of Michigan. Mr. President, I desire to ask the
Senator from Nebraska who is responsible for the delivery of
telegrams? 1 sent a telegram a few days ago from Harris-
burg to my house in this city. I wrote it in the Harrisburg
office at 2 o'clock in the afternoon—a straight message—and it
was delivered to my house in this city on Sixteenth Street next
morning after breakfast. That is a fair sample of the manage-
ment of the telegraph service by the Post Office Department.

So far as I am concerned, there is not a branch of this Gov-
ernment that I would not willingly trust the mails to in prefer-
ence to that branch which has had charge of it for the last four
or five years.

Mr. HITCHCOCK. Mr. Presideut., I think so far as this_
country is concerned, the Post Office Department during the
war has done as well as has any other department. Depending
largely on human effort, the Post Office Department, like other
departments, has had to suffer from the fact that many of its
old or active employees, able men, have been taken for war
service.

Mr. SMITH of Michigan. Mr, President, let me ask the Sen-
ator a question. He is a sensible, level-headed business man,
How can he account for the delay of which I spoke? The tele-
* gram was sent at Harrisburg at 2 o'clock in the afternoon and
delivered at my house here the next morning after breakfast.
Is there any theory upon which that kind of service can be
reconciled with efficiency? And that is only a fair sample. I
have known it to occur over and over again, not only in my own
case, but in the case of others.

I tell you the Post Office Department has voluntarily over-
burdened itself with responsibilities, political and otherwise,
and is utterly lacking in efficiency which should go with
the management of that great department of public service,
From the top down it is incompetent; and yet we are talking
about giving that officer new and added responsibility. I wish
there were some way to have a vote in connection with this
bill on the proposal of the Postmaster General to buy the tele-
graph and the telephone systems and attach them to his bureau.
I think Congress would turn that unwise experiment down with-
out a moment's hesitation. The present administration of the
Post Office Department has not been successful and is already
overburdened. The country has little confidence in Mr. Burle-
son’s plans or purposes. His retirement from office is fondly
anticipated, and will be hailed with real satisfaction by his
countrymen,

Mr. SIMMONS. Mr, President——

The PRESIDING OFFICER (Mr. McKerrAr in the chair).
Does the Senator from Nebraska yield to the Senator from
North Carolina?

Mr. HITCHCOCK. I yield.

Mr. SIMMONS. I understood the Senator desired to put
something in the Recorp, but I hope the Senator will let us go
on with this bill just as soon as he can possibly do so. Of
course I do not wish to ask the Senator to desist from any

argument he proposes to make, but the Senator sees that the
result of the injection of this matter is to get away from

the bill.
Mr. HITCHCOCK. It is a very interesting subject.
Mr. SIMMONS. I understand it is an interesting subject,

and I do not object to the Senator putting what he (esires

to put into the Recorp, but I hope we may conclude this dis-

%us?i?n and get back to the bill as soon as possible; that is all
wish.

Mr., HITCHCOCK. DMr. President, I wish to say that I
agree fully with the contention made by the Senator from
Michigan [Mr. Saara] that it is a serious mistake which the
Postmaster General has made in reaching out at this time to
control business activities that Congress did not intend to put
into his hands. I think the seizure of the cables was an utterly
unjustified proceeding. I go so far as to say that it smacks of
bad faith. Congress consented to give certain war powers to
the President. Among those war powers were, if there was a
war necessity, that he could take the telegraphs and the tele-
phones, and when he took, in the name of the Postmaster Gen-
eral, the telegraphs and telephones there was no general com-

. plaint, because we were in the midst of war, and there may

have been a justification for the seizure; but when after the
war had closed in fact, if not in law, the Postmaster General
took possession of the cables, not only those crossing the At-
lantic Ocean to countries with which we were associated in the
war, but also across the Pacific Ocean, which had no possible
relation to the case, I think it was a high-handed outrage, and
am frank to say so.

Mr. SMITH of Michigan. The Senator is always frank.

Mr. HITCHCOCK. I think furthermore that it smacked of
bad faith. Congress deliberately put the power into the hands
of the administration for war purposes; but after the war is
over it has been used to gratify the personal convictions, per-
sonal opinions, and personal wishes of the Postmaster General.

If he had desired to secure from Congress the right to take
over the eables, he should have asked for it. I think there is no
Jjustification at all in any reason that has been stated or which
can be stated for that seizure.

But I come back to the proposition that, so far as the ad-
ministration of the post office in this country is concerned
during the war, the Post Office Department has acquitted itself
reasonably well. . The delay in the delivery of the mail of the
soldiers in France has, in my opinion, been a very serious
breakdown. I have received a great many letters since I
called attention to the failure the other day. My attention was
called to one case which is only illustrative of many. A family
here with a son in France received on the 20th day of Decem-
ber a letter which he had written on the 29th day of October.
It was almost two months in getting to them. The times were
critical, the war was raging at the time the letter was written;
but from the 29th day of October to the 20th day of December
the family did not even know whether the boy was alive or
dead. That instance is only characteristic of hundreds of
thousands of others. There is no excuse for such a business
breakdown, because the letter mailed by that boy in France
could have reached Bordeaux in two days, and when it reached
Bordeaux it could have been transferred to this country in one
of the regular dispatches, 18 of which have occurred since the
24th of September. The transportation of mail across the
Atlantic has been regular and the boats have been leaving
Bordeaux regularly for this country, but the gathering up of
the mail in France among the Army there has been utterly
neglected.

There may be some excuse for saying that it is difficult to de-
liver letters to the soldiers in the Army because they have been
moved from place to place, but there can not be any excuse when
an officer or a private soldier mails a letter in France for this
country for that letter taking two months to reach the United
States. The delay has been just about as bad and as aggravating
in mail coming to this country as it has in that going to France,

Mr. TOWNSEND. Mr, President, before the Senator takes
his seat, I should like to read a letter which has reference to
what the Senator has said and is saying now, and describes a
situation which I think we ought to condemn. If the Senator
will permit me, I should like to read the letter.

Mr. HITCHCOCK. 1 yleld to the Senator.

Mr. TOWNSEND. The letter is directed to me, and is as
follows:

DeTrOIT, MICH., December 20, 1918,
Senator CHARLES E. TOWNSEND,
Senate Chamber, Washington, D. C.
DEAr SENATOR TOWNSEND : In a recent issue of the Christian Science
l[onitor on the editorial pa
y of War Baker to th tary
dwells npon the need of keeping up the varied activities for entertaining
and amusing our boys abroad in order to preserve their morale, Es-
pecially does he urge frequent and cheerful letters from home,
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This sounds wel, and we all agree with ihe idea, but as an illustra-
tion of the manner in which the Government does its part in the work, I
am taking the liberty of wrllInE you of my own experience.

On September 23 my boy, with the Ninety-first Division in France, on
the eve ore going into action wrote us that he had that day u‘cefved
letters from his mother and sisters., These letters were dated in July
and on August 1.

In the batile that followed the oy was wounded, and on October 1
he reached an ecvacuation hospital, the location of which he was not
permitted to give us. While there, in addition to his wound, he had a
slight attack of scarlet fever and was isolated for a time, We have had
letters from him at intervals of about four weeks, but up to November 20,
the date of his last letter, he had not received a single letter from home
or this country since September 23; that is, the latest mews he had
had from us was August 1.

Naturally we have written frequently, especially since we learned
that he was in the hospital—an average probably of three letters n week.
Further we have sent him drafts on Paris at times, which up to Novem-
ber 20 had not reached him, and, worst of all, he had received no pay
from the Government for more than four months. We ourselves have
never had official word that he had been wounded. ;

I am aware that this is not an unusual case. There are hundreds of
gimilar ones, and while the war was actuzlly on we all loyally kept
sllence and suffered In secret. But now it seems to me that this de-
plorable situation should be remedied. I am pleased to see in this
morning’'s WaahlnFton news that Senator HiTCHCOCK is denouncing
this incompetence in the Post Office Department. The facts surrounding
my son’s case are therefore given you as a matter of duty to his mother
andt t:liyaelr and to other mothers and fathers who have endured like
anxieties.

The mail is the closest connection between the men across seas and
their loved ones at bome. Feeling confident that your best efforts will
be dirceted toward making this connection much closer than it now is
I am, with kind regards,

Yours, very truly, F. A, Prarr.

I repeat that this is similar to hundreds of letters which are
coming in daily to the Members of Congress. It does seem to
me now that the people whose sons and loved ones are in beds
in hospitals at least should be able to communicate with them
through the mail, and that their mail should come back home.

I amn very glad for myself that the Senator from Nebraska
has taken up this matter, because it is a serious one. It was
serious during the war; it is still serious; and something ought
to be done to correct the situation.

Mr. PHELAN. Mr. President, I sympathize with the Senator
from Washington, who described the conditions in the District
of Columbin whereby negroes had resisted the execution of the
law, as he contended, and brought spirits into the District. Of
course, that is due to the fact that the negroes have been advised
by their counsel, and indeed by the courts, that there is no law
against importing liguor into the District, and therefore they
were fighting, doubtless, for their immemorial right to live under
“ the reign of law.” The police department is trying to enforce
something which does not stand upon the statute books, and
probably that is the cause of much of the trouble. If it were
the law, I am quite sure these negroes would abide by it, or they
could be very easily made to abide by it without the show of
force. 1

It is distilled spirits which causes intoxication and leads to
lawlessness and crime; and I am sure that there has been
imported into this District a quantity of poor liquor that is highly
detrimental to those who use it. I have always taken the posi-
tion that there was no objection on the part of the wine-growing
States to the prohibition of spirituous liguor. In view of the
fact that wine itself if innocuous, and does not lead to intoxica-
tion, and is a table beverage, I move as an amendment to the
amendment the insertion of these words:

Provided, That the prohibition contained in said act shall not apply
to wine, beer, and ale.

Mr. JONES of Washington. Mr. President, I am glad to
have the assurance of the Senator from California that if we
do provide by law for preventing these matters, these good
people will abide by the law. That is what we are trying to
do. That is what we hope to do by the amendment of the
Senator from Texas.

The PRESIDING OFFICER. The question is upon the
amendment of the Senator from California [Mr. PHELAN] to
the amendment offered by the Senator from Texas.

The amendment to the amendment was rejected.

Mr. PHELAN. Mr. President, I do not desire to delay the pro-
ceedings, but I have another amendment to suggest.

It may not be known to the Senate that by the provisions
of the law as it now stands, as interpreted by the Senator
from Texas, there is no power in the citizen of the District
of Columbia to export wine which he may have on hand to
another community, though it be “wet.” I can not understand
why such an interpretation should be given to the law, be-
cause it should be in the interest of prohibition to permit free
exporiation. Therefore I move—this certainly is a harmless
amendment—to amend the amendment of the Senator from
Texas by inserting the following:

Pr-oru‘a:ed, That nothing In said act shall prohibit the exportation of
liquors from the District of Columbia.

The object is to give those who have a supply of wines and
liguor on hand the opportunity at least of sending it away.

Mr. JONES of Washington. Mr. President, the Senator from
California takes a very peculiar position. At the opening of this
matter he was very much afraid we would not have an ample
supply in the District, and now he wants to get rid of all that
may be in existence here.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from California to the amendment of the
Senator from Texas. -

On a division, the amendment to the amendment was rejected.

The PRESIDING OFFICER. The question now is on the
amendment of the Senator from Texas [Mr. SHEPPARD].

Mr. HITCHCOCK. Mr. President, I suggest the absence of a
quoruim.

The PRESIDING OFFICER. The absence of a quorum is
suggested. The Secretary will call the roll.

Tha Secretary called the roll, and the following Senators
answered to their names:

Ashurst Jones, Wash, Moses Smoot
Bankhead Kelloge Myers Sutherland
Borah Kendrick Nelson Swanson
Brandegee Kenyon New Thomas
Fernald Kirby Norris Townsend
Fletcher Knox Nugent Trammell
Gerry La Follette Overman Vardaman
Gronna Lenrcot Ienrose Warren
Hale Lewis Phelan Watson
Harding Lodge I'ollock Weeks
Henderson McKellar Pomerene Williams
Hitcheock MeNary Shafroth Wolcott
Johngon, Cal. Martin, Ky. Sheppard

Jonson, 8. Dak. Martin, Va. Simmons

During the roll call,

The PRESIDING OFFICER (Mr. McKeLrar in the chair).
I announce the absence of the senior Senator from Tennessee
[Mr. SHIELDS] on account of illness. I will let this announce-
ment stand for the day.

After the conclusion of the roll eall,

The PRESIDING OFFICER. Fifty-four ® Senators have
answered to their nanmes. A quorum is present. The question
is on the amendment of the Senator from Texas [Mr. SHEP-
:;ann]. [Putting the question.] By the sound the ayes seem to

ave it.

Mr. THOMAS. I call for a division.

Mr. JONES of Washington and Mr. KIRBY ecalled for the
yveas and nays, and they were ordere.

lC[‘hc PRESIDING OFFICER. The Secretary will eall the
roll.

The Secretary proceeded to call the roll.

Mr. BRANDEGEE (when his name was called). Making the
same transfer as before, I vote “ nay.”

Mr. JONES of Washington (when his name was called). I
have a pair with the Senator from Louisiana [Mr. Raxsoverr].
T am satisfied from his votes in the past that he would vote on
this question as I shall vote, Therefore I am going to take the
liberty of voting. I vote * yea."”

Mr. MYERS (when his name was called). I have a pair
with the Senator from Connecticut [Mr. McLrax], who is not
present. I transfer that pair to the Senator from Louisiana
[Mr. RanspeErLL] and vote * yea.”

Mr. NEW (when his name was called). " I have a pair with
the junior Senator from Louisiana [Mr. Gay]. I transfer that
pair to the senior Senator from New Jersey [Mr. FRELINGHUY-
sEN] and vote “ nay.”

Mr. SMITH of Michigan (when his name was called). T am
paired with the senior Senator from DMissouri [Mr. Reen].
Being unable to secure a transfer, I withhold my vote. If at
liberty to vote, I should vote “ yea."

Mr. STERLING (when his name was called). Again an-
nouncing my pair with the senior Senator from South Carolina
[Mr. Saare], I withhold my vote. If at liberty to vote, I
should vote * yea.” .

Mr. THOMAS (when his name was called). I have a gen-
eral pair with the senior Senator from North Dakota [Mr.
McCuaser]. I transfer that pair to the senior Senator from
Texas [Mr. Cureessox] and vote “nay.”

Mr. TOWNSEND (when his name was called). I have a
pair with the senior Senator from Arkansas [Mr. Ropixsox],
but I believe if he were present he would vote as I shall vote,
and I therefore take the liberty of voting. I vote “ yea.”

The roll call was concluded.

Mr. GERRY (after having voted in the negative). I have a
general pair with the junior Senator from New York [Mr.
Carper]. I understand that on this question he would vote as
I would vote, and therefore I shall allow my vote to stand.

Mr. KENDRICK. I have a general pair with the Senator
from New Mexico [Mr. Farr]. I transfer that pair to the
Senator from Montana [Mr. WarLsu] and vote “ yea."”
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Mr. DILLINGHAM. T inquire if the senior Senator from
Maryland [Mr. SairH] has voted?

The PRESIDING OFFICER. He has not.

Mr. DILLINGHAM. I withhold my vote, having a general
pair with that Senator.

Mr. SAULSBURY. I have a general pair with the senior
Senator from Rhode Island [Mr. Corr]. Not knowing how he
would vote on this question, I withhold my vote.

Mr. LODGE. I have been requested to announce the follow-
ing pairs: 2

The Senator from West Virginia [Mr. Gorr] with the Senator
from Oklahoma [Mr. OweN];

The Senator from Illinois [Mr. SHErRMAN] with the Senator
from Kansas [Mr. THOMPSON] ;

The Senator from New York [Mr. WapswortE] with the Sen-
ator from New Hampshire [Mr. Horris] ; and

The Senator from Kansas [Mr. Curris] with the Senator
from Georgia [Mr. Harpwick].

The result was announced—yeas 42, nays 18, as follows:

YEAS—42,

Ashurst Jones, N. Mex, Myers Smith, Ga.
Beckham Jones, Wash, Nelson Smoot

ora Kendrick Norris Sutherland
Chamberlain Kenyon Nugent Swanson
Fernald Kirby Overman Townsend
Fletcher Lenroot Poindexter Trammell
France McKellar Pollock Vardaman
Gronna McNary Pomerene Warren a
Hale Martin, Ky. Shafroth Wolcott 2
Henderson Martin, Va. Sheppard T
Johnson, 8. Dak. Moses Simmons |

NAYS—18.
Brandegee Kellogg New Watson
Gerr Knox Penrose Weeks
Harding La Follette Phelan Williams o~
Hiteheock Lewis Thomas i
Johnson, Cal. Lodge Underwood pr
NOT VOTING—36.

Baird Frelinghuysen Owen Smith, Arjz,
Bankhead -Ga Page Bmith, Md.
Calder Go Pittman Smith, Mich.
Colt Gore Ransdell Smith, W
Culberson Hardwick Reed Spencer
Cummins Hollis Robinson Sterling
Curtis King Saulsbury Thompson
Dillingham McCumber Sherman Wadsworth
Fall McLean Shields Walsh

So Mr. SaEPPARD's amendment was agreed to.

Mr. WOLCOTT. Myr. President, I offer the amendment which
I send to the desk.

The PRESIDING OFFICER. The amendment will be stated.

The SEcrReTArRY. On page 26, line 12, it is proposed to strike
out “on or after April 6, 1917.”

Mr. WOLCOTT. Mr, President, I have offered this amend-
ment, and I have given notice that I propose to offer another
amendment which strikes out the same langunage, on page 56,
in line 7. What I shall have to say is applicable to both of these
amendments, I shall address my remarks, however, to the
pending amendment.

The amendment in guestion has to do with the provision of
the bill which undertakes to provide for a case in which there
may be an amortization of plant in those industries which were
constructed for, or which have to do with, the production of
articles contributing to the prosecution of the present war. The
langnage in the section is as follows:

(8) In the case of buildings, machinery, equipment, or other facil-
ities, constructed, erected, installed, or acquired, on or after April 6,
.1917', for the productlon of articles contributing to the prosecution of
the present war, and in the case of vessels constructed or acquired on
or after such date for the transportation of articles or men contributing
to the prosecution of the present war, there shall be allowed a reason-
able deduoction for the amortization of such part of the cost of such
facilities or vessels as has been borme by the taxpayer.

Mr., President, it is my complaint against the language of the
bill as drawn by the committee that a distinction is drawn
between plants which may be amortized—that is, between
' plants on the one hand constructed after that date of April 6,
11917, and those on the other constructed before. Those which
were erected after that date can amortize the cost under rules
preseribed by the Treasury. Those constructed before that date
may not amortize.

What is meant by amortization is pretty well understood.
Just what sort of plants are intended to be covered by this
section I am not prepared to say. The language is very gen-
eral. You will note that the plants are plants for the protec-
tion of articles contributing to the prosecution of the war.

The thought occurs to me that that will include about every
sort of plant that has been doing business in this country since
the war started. To that I make no complaint, for I rather
think that the committee must have intended by that language
to embrace a strictly ealled war plant, plants manufacturing
"articles directly contributing to the prosecution of the war,

and that the Treasury will construe it accordingly. With re-
spect to those plants this provision provides that they may,
amortize the cost if they were erected since the date of our
entrance into the war. The bill, however, ought in the interest
of accuracy to narrow the description of plants covered by
the provision.

The fact, Mr. President, that a plant which is constructed for
war purposes ought to be allowed to amortize it seems to me is
a well-settled principle, and it certainly is accepted by the
business man who undertakes to transact his business with any,
view at all to safety. Business practice recognizes it as a
sound prineciple. The Congress itself has recognized it. It
recognized the principle in the passage of the munitions tax
law of 1916. That law provided substantially that the plant
might amortize the cost of construction. The principle is recog-
nized by the Secretary of the Treasury in his letter to the
Finance Committee in connection with this bill. The principle
is recognized by this bill itself in the section which I under-
take to amend. The thing to be said, however, is this, that the
committee recognized the principle only in part. It confines its
application to plants constructed since this date.

I shall not pause to discuss the merits of the principle. If
the principle is good in part it is good in whole, My complaint
is, as I said, that an insidious distinetion is drawn between
plants constructed since we entered the war and those con-
structed before. If those constructed since are to be allowed
to amortize those constructed before should, and if those con-
gthmcltd?d before are not to be allowed to amortize then none

ou

Mr. President, I wish to submit a few views as to why the
distinction made by the bill should not be made. Why is there
drawn this distinetion? A plant constructed since we entered
the war, why should it be allowed to repay its extraordinary
plant expenditures and a plant constructed before should not?

It seems to me, Mr. President, that if any distinection at all is
to be drawn it ought to be drawn in favor of those constructed
before this date, for the very plain reason that if it be said that
those that were constructed before this date were engaged in a
war business, this same further is to be said, namely, that they,
proposed to make their money out of foreign governments,
whereas these plants constructed since that date attempted to
make their money out of the United States Government after it
became involved in the war. So if there is any disinction be-
tween them, if either is to be favored, I submit that the people
who got busy before we entered into the war and who were
making their profit, whatever it was, out of foreigners ought
to be favored as against those who got into their business after
we entered the war in order to make their money out of our
Government.

It is said, I know, Mr. President, that concerns which ex-
panded before we entered the war got high profits for their
products. I refer to the ammunition plants. That is true with
respect to some. It is a mistake, however, to assume that all
concerns that entered into the war business before this date made
money.

There are certain conspicuous exceptions to that of American
concerns that made contracts with foreign governments in the
expectation of making great profit, but their expectations were
grievously disappointed.

In some of these instances they failed to make the expected
profits, for the reason that the designs of the articles which
they were trying to make or intended to make were changed
from time to time by what I might call experimentation, and
they suffered great losses and in the end made no money,
But when we got into the war, those plants that had thus suf«
fered a loss were in position to supply to our Government effect-
ive and eflicient articles which had been perfected and on which
they had lost their money in perfecting. Therefore, those
plants and those concerns are entitled to equitable considera-
tion at the hands of Congress.

But let me take the case of a concern that did make money,
out of the European.war. I call your attention to the fact that
it cost them a great denl of money to do it. I am mindful of
this fact that if a concern which indulged in vast expenditure
by way of expansion in order to meet the demands of European
nations prior to our entering this war, it was laying out
honest money upon ventures that would not and could not yield
profits when the war ceased. Such concerns spent vast sums
of money for purely temporary purposes. Before those con=«
cerns can be said to have made any money they must, before
the war business ended, repay what they had thus spent on
temporary plants. Therefore, out of these big profits which
they charged they ought, as a matter of justice, be allowed to
repay the capital expenditures they made in building the plants,
Otherwise their capital at the end of the war would be depleted.




1918.

CONGRESSIONAL RECORD—SENATE.

791

In order to make my point clear in this connection, I am going
to take a concrete illustration. I can express it in concrete terms
better than in abstract ones. Let me suppose the case of a con-
cern which laid out $10,000,000 for war-plant construction, I
will say, in 1916. That outlay had to be made from the eapital
on hand or from funds borrowed. I shall suppose further that
the contract with the allies was such as gave them ample gross
profits to pay back this $10,000,000, or that part of it as could
properly be considered as its postwar depreciation.

Let me suppose that after the war this $10,000,000 plant would
be worthless This supposition simplifies my point. Of course
the plant would not be entirely worthless ; it will always be good
for serap or junk. But to illustrate my point, I am supposing
the plant would be worthless. Of course it is not worthless, but
worth something, Suppose, however, that the plant would be
worthless. What I say on that supposition is applicable to a
less degree, of course, in case the plant is not enticely useless, but
of some value, at least as scrap.

Mr. SMOOT. Mr. President——

Mr. WOLCOTT. I yield.

Mr. SMOOT. I wish to call the Senator’s aftention to the
fact that the bill provides for just such a case as that.

Mr. WOLCOTT. Where, I ask?

Mr. SMOOT. I will call the attention of the Senator and of
the Senate to it at the same time. On page 101, in paragraph
4, this provision is found:

4. Proper recognition or allowance can not be made for amortization,
ol=olescence, or exceptional depletion due to the present war, or to the
necesgity in. conmection with the present war of providing plant which
will not be wanted for the purpose of the trade or business after the
tfermination of the war.

That provision will take care of the case which is cited by
the Senator.

Mr. WOLCOTT. Of course the Senator recognizes the fact
that a plant is never absolutely worthless. I am supposing
the case of a worthless plant to emphasize my point of view.

Mr. SMOOT. I recognize that; but the same provision will
take care of cases that occurred before the declaration of war
by America on April 6, 1917. The amendment the Senator
offers only applies under the deductions allowed in the first
place.

Mr. WOLCOTT. The deductions from gross profits.

Mr. SMOOT. The deductions allowed from gross profits. Of
course, the snme thing applies to partnerships and individuals
and corporations, as the Senator has already stated, but the
relief provisions take care of such cases. I want to say to Sen-
ators now, in studying this bill they must go through it and find
whether there are any relief provisions relating to the particu-
lar item or not. The bill is full of them, as I have already said.

Mr. WOLCOTT. The language of paragraph 4, to which the
Senator refers, is as follows:

4. I’'roper recognition or allowance can not be made for amortization,
obsolescence, or exceptional d({Eletion due to the present war, or to the
necessity in connection with the present war of providing plant which
will not be wanted for the purpose of the trade or business after the
termination of the war.

Mr. SMITH of Georgia. It goes back, however, to the previ-
ous paragraph, which authorizes a certain amount annually.
The Senator has in mind cases where amortization can not be
handled. We must go back to the first of the four paragraphs.

Mr. WOLCOTT. I should like to ask the two Senators who
are on the Finance Committee if this provision will allow a
plant constructed prior to April 6, 1917, to amortize why is it
necessary on page 26 and page 56 to forbid the right to amortize,
What is the objection to striking that out?

Mr. SMOOT. I will tell the Senator right now, if he desires
me to do so. During the years 1914, 1915, and 1916, the con-
tracts that were made between the manufacturers in foreign
countries provided a price at which goods were furnished to for-
eign countries that would cover the cost of the plant, providing
it furnished the goods at the price named, at least in some cases,
but not in other cases. In other words, if the manufacturer
made the contract and had built his plant entirely for the pur-
pose of manufacturing the goods at the end of two years, in
many cases the price paid by foreign countries for the goods he
manufactured would entirely wipe out the cost of his plant, and
whatever profit he made over and above that was his. That
happened during those years before America entered the war,
In our examination we did find that there were some manufac-
turers in the United States, and I could mention them, and I
may say they could be counted upon the fingers of one hand
almost, who did not charge the foreign countries prices that
woiuld give them sufficient profit to cover the extra cost of put-
ting up the new plant for the manufacture of goods for the
foreign country. This provision that I have cited is the one the
cemunittee adopted to meet those few cases.

Mr. WOLCOTT. That is the few who had not made enough
to repay the plant constructed.

Mr. SMOOT. Yes; and that is left entirely with the depart-
ment. The evidence from those concerned must be presented to
the Commissioner of Internal Revenue, and it must convince
the department that the contracts and prices at which the goods
were sold would not produce sufficient profit to cover the ex-
penditures of the amortization of the buildings. I am quite
sure the bill as it is drawn and presented will cover all just

cases.

Mr. WOLCOTT. The Senator from Utah from his explana-
tion makes clear to me that I was right in my original under-
standing. The Senator states that a plant that lost money and
never could reimburse itself from its contract with a foreign
Government is taken eare of by paragraph 4, page 101, whereas
the concern that constructed the plant prior to this date, but
did not lose money, on the other hand made money and made
enough to repay the plant construction, can not be allowed now
to amortize in full down to the point of very much of its con-
struction, and that was my understanding of the provision.

Mr. LENROOT. Will the Senator yield?

Mr. WOLCOTT. I yield.

Mr. LENROOT. I wish to ask the Senator if his amendment
is adopted will not amortization of every steel plant in the
United States be valid, every powder plant, and praectically
every plant engaged in a manufacturing industry in the United
States?

Mr. WOLCOTT. I do not know whether it will or not. T
do think that the amortization of a portion of those plants will
take place, and it ought to take place as a matter of justice.
But that is entirely aside from this issue. My contention is
that if one should be amortized all should. If any are not to be,
none should.

Mr. President, coming to the case of a plant that was con-
structed, as I assume, in 1916, and made such prices as enabled
it to repay itself, which case is covered by the bill, I want to
give it some further thought.

It is true that many plants made such a contract with foreign
governments as would yield them a profit that would enable
them to pay back the cost of the plant. I think it is further
true that in administering the law heretofore, the Treasury De-
partment has allowed those plants to amortize a certain per-
centage of that cost, upon the theory that the war would last
perhaps a certain length of time, and the loss would be distribu-
ted throughout a period of years. They have provided in
their contracts for amortizing the debt. They got the money
from foreign governments for that purpose. The Government
has heretofore allowed them by way of amortization to repay a
portion of their capital laid out in temporary plants, and I think
the,;'i ought to be allowed to continue that repayment out of their
profits.

This bill, however, interrupts the process of repayment. It
says from now on they shall not be allowed to repay themselves
that capital expenditure to the amount that remains yet to be
amortized. That, I say, is not fair; it is not just.

I was supposing that the plant would be worthless after the
war.

Now, on that supposition, the $10,000,000 expenditure would
be a total loss of capital, unless during the war business the
concern made gross profils of an amount sufficient to cover
the same. My suppositious concern did make enough money to
repay that expenditure and made it out of foreign countries.
In that sense the foreigners built the plant. But in a real
sense it is accurate to say that the foreigner merely repaid the
$10,000,000 which American capital had laid out, and thus saved
the American concern from suffering, to that extent, n loss due
to the postwar uselessness of the plant it had spent its
money on.

This amounts to saying that the American spent $10,000,000
for a plant; that the plant, now that peace is here, is worth less
because its earning power ceases with the war; but that the
American is no worse off in his capital assets than before be-
cause, while he finds a plant worth nothing on his hands, yet
he has in his assets $10,000,000 of foreign-paid money to take
the place of his original $10,000,000 of expended capital.

Now, Mr. President, that American business man is in a
sound situation; he has made sure of the return of his money.
His capital is not depleted. He recognized from the start that
the expenditure for a war plant was a temporary business and
that after the war that business would end and his plant
junked. He therefore charged that plant expenditure to operat-
ing cost and set the price for his commodity to the foreigner
at a figure to cover such cost. Thus he has recovered his
$10,000,000 of capital.
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Thus far he displayed sound sense and well-approved business
judgment and practice.

Baut, sir, if this bill remains as written his prudence in thus
safeguarding his capital will be frustrated by the United States
Congress. For his plant having been constructed prior to
April 6, 1917, he is told that he may not consider that $10,000,000
as a repayment of operating expense and expenditure, He is
not allowed to deduct it from gross income. It therefore is to
be treated as net income, and as such it is taxable. If he is in
the last bracket class of this bill, the rate on him is nearly 70
per cent. That rate levied on this $10,000,000 makes him pay
$7,000,000 to the United States.

Wherefore, we see that now his situation is that he has the
valueless plant on his hands—a zero asset—but instead of also
having the $10,000,000 of capital that the foreigners paid him
for the purpose of replacing his own capital expenditures of that
amount he has only $3,000,000, his country taking from him the
other $7,000,000. His loss is therefore $7,000,000.

Suppose it be said that this concern made profits on top of
the $10,000,000 to cover plant and that that circumstance must
be regarded. Very well, sir; let us regard it. What of it?
What does it amount to? Why, it amounts to no more than
this, that he has made a profit over and above all operating
costs ; that is to say, he has made some net profit. That being
the ecase, we then find him to be a manufacturer who belongs to
the class that would pay taxes. And whatever the Congress
determines he should pay on such net income of course he ought
cheerfully to pay.

Now, Mr., President, in view of the consideration that I
have attempted to thus advance I am forced to the conclusion
that the concern which embarked upon war business before
April 6, 1917, is not to be distinguished, in applying the amorti-
zation principle, from one that embarked on such business since
that date, simply for the reason that in the one case the allies
were made to cover the plant cost, and in the other the allies
were not made to cover such cost.

Indeed, as I suggested a while ago, if there is any distine-
tion to be drawn, the equities are against the concern that
started up after April 6, 1917, which planned to look, and must
of necessity look, to our own country to repay the plant expense.

Yet this bill as drawn allows the fellow who built his plant
since we entered the war to deduct its cost before paying any
tax, but disallows the same thing to the one who built before
that date and who reimbursed himself from foreigners.

Is there any other reason why this date of April 6, 1917,
should be allowed to remain in the bill, drawing a line of de-
marcation as it does between concerns that expanded to a
war footing before that date and those that so expanded after
that date? I know of none that can appeal to me, though I
am aware of another reason that has been suggested, which
seems to find favor in some quarters.

This reason is that plants which started since our entry into
the war—that is, since April 6, 1917—did so to help this country
in its great extremity, that they were therefore impelled by
praiseworthy motives of patriotism, whereas those which got
u]nder way before that date were looking for profit, and profit
alone.

Now, Mr, President, with respect to this argument I wish to
first say that a revenue bill which is designed t¢ raise moneys
by way of taxation, and which in so doing undertakes to re-
gard and apply the principles of sound business accounting,
must not be regarded as a fitting and appropriate place in
which to distribute bouquets and souvenirs for pretended pa-
triotism. Yet if this argument is sound that is what the bill
would do,

I employed the term “pretended patriotism.,” I did so ad-
visedly, for I decline to accept the view that business which
sought to work for us upon our entrance into the war sought
to perform simply and solely the labors of devoted patriotism.
Sir, making money was the motive of those who are taken
care of by this date.

I do not say that the thought that they were rendering a
service to their country supplied to them no satisfaction. I
doubt not it did. But the fact remains that profit was the aim
in view, and accumulated fortunes the goal.

No. Mr. President, those coming in after April 6, 1917, were
r.o more patriotic than those who got under way before that
date, Why, then, should there be so tender a regard for the
late concerns? WWhy should this insidious distinetion be drawn?

Why, sir, the late comers were the business laggards of the
country. What were they doing throughout the 32 months of
crowded events that preceded this date of April 6, 1917. EKeen
business men of this country who grasped the situation and
sensed the future, who had vision, courage, capital, and the
capacity to do things, lost no opportunity to mobolize that part

of the forces of American industrial power and resources within
their control. They embarked upon programs of unprecedented
expansion, They laid out millions upon millions on temporary
enterprises. Sir,  when the shock of war came, in 1914, its
paralyzing stroke was felt the world over. American commerce
ceased and American business for the moment was palsied.
Prices fell. Labor was out of work and calamity was impend-
ing. But this condition did not long prevail. These leaders of
American enterprise soon revitalized American industry. They
created demands in the commodity markets and gave to labor
compensations far beyond the dreams of the most optimistie.

They set the house in order and made it possible for
America to assume her present commanding financial place
among the nations of the world. In a very true sense they
not only brought the world’s wealth here, but they saved Euro-
pean civilization from defeat. I say, sir, that in the field of
their activities they brought as much glory to American in-
dustry as our magnificent armies brought honor to our flag.

And when we came into the war these plants were ready to
supply our country. They did not have to be built. They
were not in futuro; they were in esse. There was no necessity
to wait upon them for 3, 6, or 12 months for munitions and
equipment. They were mobilized and ready. These plants
that were constructed before this date of April 6, 1917, were
prepared to commence production for our country on April 7,
1917. Those that were built since that date were not ready
and some not ready yet after the lapse of over one and a half
years.

Yet, sir, the slothful ones, under this section, may amortize,
while the alert ones may not. Verily the Secripture is being
fulfilled, for the last are first and the first are last.

Why should punishment be inflicted on those who were ready
to render instant service to the country in its time of need?
Why so favorable a regard for those who had to commence to
get ready?

I make no complaint against allowing the amortization prin-
ciple to operate for the new plants, I do make complaint that
it is not allowed to operate likewise in favor of the more
meritorious ones. Let it apply to all alike or let it apply to
none,

Mr. President, on Saturday the chairman of the Finance Com-
mittee called attention to the fact that mines, oil wells, gas
wells, and lumber mills were allowed amortization to the full
extent requested by them, and that plants constructed since
April 6, 1917, were allowed to amortize. Every industry, it
seems, is allowed to reimburse its temporary capital expendi-
tures except those plants that were constructed by that portion
of American business which was the only live part of business
in this country prior to our entrance into the war; and it was
the only part of business in the whole country that, upon our
declaration of war, was able to render immediate present serv-
ice to the country. I submit the distinction should not be made
against them.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Delaware.

Mr, SMITH of Georgia. Mr. President, I wish to say to the
Senator that these provisions of the bill and the suggested
amendment of the Senator from Delaware received the most
careful consideration from the Finance Committee, and, as I
recall, every member of the committee approved what we finally,
determined to do and what the bill as finally presented to you
contains.

We start from our entrance into the war and allow amortiza-
tion to plants constructed to produce war supplies. There is a
provision in the bill that allows in extraordinary cases therein
described amortization in the case of plants created before we
entered the war. As the Senator from Utah [Mr. Saoor] says,
iou can count the extraordinary cases on the fingers of one

and.

Why the distinction? The plants built prior to our entrance
into the war were built under contracts with England, France,
Italy, and other countries to make certain supplies, and the prices
under those contracts covered the cost of constructing the plant
and a profit. That was shown as the result of our investigation
as to a large number of these plants. Why extend to them an
amortization when they had covered the cost of their plants in
the profits on contracts? |

Mr. WOLCOTT. My, President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Georgia
yield to the Senator from Delaware?

Mr. SMITH of Georgia. Yes; but only for a moment, because
I wish to finish what I have to say.

Mr. WOLCOTT. I merely wish to make a suggestion to the
Senator. Let us suppose that they did get from the allies a suf-
ficient sum of money to enable them to amortize on their books
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the cost of their plants, The point is now whether the United
States Government will allow them to keep that sum which they
have been allowed by way of amortization?

Mr. SMITH of Georgia. I answer that the time has passed
and that money is no longer subject to taxation; they have
already made it; they made it before this year.

AMr, WOLCOTT., Let me suggest further to the Senator——

Mr. SMITH of Georgia. I wish to get through, so that we
may go on with the bill, but I yield to the Senator,

Mr. WOLCOTT. Sodo I; I donot want to protract the discus-
sion. But I wish to suggest this to the Senator: It is true that
they have been allowed an amortization, but not to the full ex-
tent that they are entitled to. They have only had two years.
They ought to be allowed to continue to the extent allowed un-
der the rules of the Treasury ; but this provision intercepts that

process.

Mr. SMITH of Georgia. The contracts which they made en-
abled them to provide for their amortization and to make a
profit besides. There was no reason at all to grant amortization
privilege to companies existing prior to our entry into the war
who had their plants working for foreign ecountries and who
made their contracts at prices which paid them for the entire
construction of their plants and a fair profit. We allowed the
exemption in a few cases where this was not done, but we
guarded carefully the provision.

Now, as to the plants erected since we eniered the war, they
do not occupy that position. As a rule, their coniracts, even
with the Government, have contemplated work reaching beyond
this year; but the work has been stopped, the Government has
canceled the contracts in the case of a great many of them, and
they occupy an entirely different position from plants that have
completed contracts with foreign countries. If the amendment
of the Senator from Delaware were accepted there would be an
enormous loss of revenue; if it were accepted there would be
more difficulties in administration. All these facts, all these
circumstances, studied out in individual eases to reach what was
right, were considered by the committee, and I believe the com-
mittee unanimously concluded that what we have presented to
you was right.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Delaware.

The amendment was rejected.

Mr. McCUMBER. Mr. President, I do not feel that I would
be justified in allowing this bill to pass until I had made an at-
tempt, at least, to cut down the tax upon those things which are
necessary, such as clothing. I therefore wish to offer an amend-
ment, on page 200, by striking out lines 12 to 21, inclusive, cover-
ing these subjects:

(11) Men's and boys' suits or overcoats, not includin
officers in the mllitm;y or naval forces of the United
amount in excess of $50 each ;

(12) Women's and misses’' suits, cloaks, and coats, on the amount in
excess of $50 each, or, when made up by a tailor or seams , on the
amount in 2xcess of 250 in value each ;

(13) Women's and misses' dresses, on the amount in excess of $40
each, or, when made up by a tailor or secamsiress, on the amoant in
excess of $40 in value each ;

Mr. President, those were the particular items that were
taken into consideration by the committee in striking out all
of the provision for the taxation of clothing. Those were the
particular items a tax on which was thought to be a tax upon
necessaries, and not a tax upon luxuries. For instance, Mr.
President, there was no objection partieularly to a tax on
trunks on the amount of cost in excess of $50. You can get a
fairly respectable trunk for perhaps much less than that, and
when one pays $50 for a trunk he possibly can afford to pay a
little tax on the amount over $30,

So also in the case of the nmext article, traveling bags, on
which a tax is laid upon the amount paid in excess of $25.
You can get a traveling bag for very much less than $23, even
with the excessive prices of to-day, but while you ean get a
traveling bag for less than $25 you ecan not get a suit of
woolen clothes for less than $50, I do not care where you go to
get it and whether it is custom-made or otherwise,

Again, purses, pocketbooks, shopping bags, and handbags cost-
ing in excess of $7.50 each. You can buy some of them perhaps
for $5, and they will answer the purpose, but you can not buy
a woman's coat for $50 if it is a woolen coat. There is quite
a difference between an article that is necessary and one which
you can get along without.

Again, it is proposed to put a tax on fans on the amount
in excess of $§1. Well, I have an idea you ean buy a palm
leaf fan for less than $1, but I do not think you ean buy any
other kind for less than $1. You can get along with a palm-
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leaf fan, so fur as fanning one’s self is concerned, but you ean
noet get along without woolen clothing during the winter months.
So, Mr. President, with women’s and misses’ hats and bonnets,

A woman can buy a bonnet or a hat that will answer the pur-
pose of a hat to cover her head for less than $15, even thongh it
may not be a very good one, but it will answer the purpose.

So, too, Mr. I'resident, women can get along without silk
stockings; they can probably wear lisle-thread stockings that
are just exactly as good, and will be just as comfortable, but
boys can not get along withount suits and overcoats in the winter-
time. Young ladies can not get along without misses' suits,
and women can not get along very well without dresses of some
kind, and woolen dresses in the winter months of the year.

Mr. President, I simply want to suggest that if we were to
levy a tax of 20 per cent on wool everyvone would object to it,
and yet you are levying this 20 per cent tax on practically every
article of woolen goods, because the amounts which you have
fixed as the basis of your taxation are such that you will pur-
chase nothing for less than those particular amounts, and
therefore you subject everything that you purchase in the line
of woolen clothing to a tax.

Again, Mr. President, if I believed that you could buy a good
woolen suit for a man for less than $50, I would say, “ Tax that
which is above $50 at the rate of 10 per cent.” If you could buy
a woman's coat for less than $50, I would say, “All right; tax
that above $50.” But when you can not bhuy either of them for
less than $50, why should we levy that heavy tax here?

Mr. SMITH of Georgia, Mr, President, will the Senator allow
me to interrupt him?

Mr. McCUMBER. I yield to the Senator.

Mr. SMITH of Georgia. I am going to siep out for a moment ;
and I want to say to the Senator that he understands, of course,
that the committee was opposed to all of section 905 and struck
it all out?

Mr, McCUMBER. Certainly.

Mr. SMITH of Georgia, So that so far as those of us who
were with the Senator are concerned, we have not anything to
do with it.

Mr. McCUMBER. Of course.

Mr. SMITH of Georgia. I suggest that the Senator direct his
remarks to the Senator from Iowa [Mr. Kexvox]. He led the
fight to restore this entire section, and it is his fight now with
the Senator from North Dakota.

Mr., McCUMBER. I know, but, Mr. President, I felt at least
that Senators were influenced in voting against the committec
amendment on account of many other things besides the mere
item of woolen clothing. What I am trying to do in this amend-
ment is to prevent an extra charge of 20 per cent on woolen
clothing for which you have to pay $40 or 850, and you can not
get it any cheaper.

The Senator from Wisconsin [Mr. Lexroor] moved to strike
out * 20 per cent” and make it “ 10 per cent.” Why? If it is
a luxury in any sense, of course we should tax it at the rate ot
20 per cent, but I do not think the Senator thought it was a
luxury, and therefore he moved, and very properly moved, te
reduce the tax to 10 per cent instead of 20 per cent. I think we
can go a step further upon the particular articles I have men-
tioned, which are absolute necessaries, and which now cost the
American people twice as much as they ought to cost them,
without putting a still heavier burden upon them.

Mr. LENROOT. Mr. President, will the Senator yield?

Mr. McCUMBER. I yield to the Senator from Wisconsin.

Mr. LENROOT. The Senator from Wisconsin offered that
amendment primarily beeause even though these were luxuries
in the preceding section, the Senate had already adopted an
amendment faxing statuary, paintings, and so forth, which
clearly are all luxuries, at only 5 per cent; and =o long as
that was true, the Senator from Wisconsin did net believe it
was fair to tax these things 20 per cent.

Mr. McCUMBER. If you tax statuary and tlose things
which are absolute luxuries only 5 per cent, them why, in
Heaven's nhme, should you not let the American people buy
the necessaries of life in thei clothing without having to pay
even 10 per cent in the way of a tax? If you can even purchase
automobiles with a tax of only 5 per cent upon them, then
give me some good reason why we should compel the American
people to pay $10 or $15 extra for a suit of clothes when they
can not get them any cheaper thim the amount fixed here for
the beginning of the fax.

The result of this, as T have stated before, will finally be to
increase cnormously the econsumption of shoddy and shoddy
zoods, and just to that extent to deerease the use of wool in
clothing. I want to encourage the farmer at this time, when he
is getting a splendid price for his wool—I might nlmost say an
exorbitant price—to increase the production - f wool. I want
to see wool used in goods amnd not shoddy used in them. I
know that the result of this extra tax will be that more shodily
will be put in goods to bring them below the price named in the
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provision, and you will make the nltimate consumer pay enor-
mously more in the course of the year for the goods that he
will buy than you would without this tax, because the cheaper
goods will not wear like the good woolen goods; and I, at least,
felt it my duty to do what I could to protect the overburdened
American people from paying too much for woolen goods.
Therefore, I limit my amendment to those three subdivisions.

Mr. KENYON. Mr. President, I only want to say a word, be-
cause I am disinclined to detain the Senate at this hour, and
we have had this question argued pretty thoroughly here this
afternoon,

The impression left by the Senator's speech would be that
we are taxing the whole value of these articles. We must
always keep in mind that it is only the excess above $50 that
is taxed for women's suits or men's suits. Then comes the tax.

The Senator says that no proper clothing can be bought for
those prices. I have here the Washington Star of to-night, and
also of a few nights ago. Among the advertisements in the Star
that I looked over a few minutes ago, here are $50 broadcloth
and plush coats, now marked down to $25. Here are wool Shet-
land sweaters, $7.95, specially priced; sweaters in cardigan
stiteh, whatever that is. and fancy weaves, shown in all the new
color combinations, such as “ Wilson,” with collar and cuffs of
“ Rome Green ; “ Rome,” with pastel stripe on collar and euffs;
“YWilson,” combined with * Democracy”; * Rome,” combined
with “ Glory.” Also combinations of admiral blue, Pershing tan,
Foch blue and freedom—only $7.95 for all that. Things surely
are coming down.

It is just a question whether we are willing to tax these
things that are sold at extravagant prices. I know, and every-
body knows, that clothing is high, but it probably will not stay
there. .

Here are other advertisements—women’s and misses' coats,
$20.50 ; and in the Star to-night, women's pajamas, $7.50—I do
not know what those are—and kimonas, and men's pajamas.
All those things seem to be marked down now and appear to be
setting down to somewhere near reasonable prices,

I am not going to argue this question. We have had the
argument before.

Mr. McCUMBER. Mr. President, I want to ask the Senator,
if he will allow me, will he guarantee that these are woolen
goods?

Mr. KENYON.
anty. I will not make any guaranty.
question.

Mr. McCUMBER. Of course you can buy almost any kind of
shoddy thing for almost any kind of a price; but I am speaking
of the woolen goods that the people of the United States are
entitled to have.

Mr. KENYON. The ground of my opposition to the Senator’s
amendment is this: Take dresses that cost two and three hun-
‘dred dollars, that can be bought only by the rich people of the
country, and suits of clothes costing up in the eighties and
around a hundred dollars. If people buy those things they are
able to pay the tax without any special irritation, and I think
they are perfectly willing to do it. The *“ poor working girl”
‘argument has been paraded before us, but I do not think you
will find many of them buying $10 silk hose and fancy dresses
at large prices. There is a good deal of nonsense about that

No; I do not know anything about any guar-
That is an utterly foolish

'argument. All T am going to ask for is a yea-and-nay vote on
‘this proposition. My desire is to see snobbery and ostentation
taxed.

The PRESIDING OFFICER. The Senator from Iowa de-
mands the yeas and nays. Is the request seconded?

The yeas and nays were not ordered.

Mr. KENYON. I suggest the absence of a quorum.

The PRESIDING OFFICER. The Secretary will eall the
roll. .
The Secretary called the roll, and the following Senators an-
swered to their names :

Bankhead Jones, Wash, Nelson Smith, Md.
Brandegee Kellog; New Smith, Mich,
Chamberlain Kendrick Norris Smoot
Dillingham Kenyon Nugent Spencer
Fletcher Kirby Overman St erllnf{
France Knox ’enrose Sutherland
Gerry La Follette T’helan Swanson
Gore Lenroot 1’oindexter Thomas
Gronna Lodge Pollock Townsend
Hale MeCumber Saulsbury Trammell
Harding AlcKellar Shafroth Warren
Henderson Martin, Ky. Sheppard Watson
Hitcheock Martin, Va. Simmons Weeks
Johnson, 8, Dak. Moses Smith, Ariz. Willinms
Jones, N, Mex. Myers Smith, Ga. Wolcott

The PRESIDING OFFICER. Sixty Senators have answered
to the roll eall. There is a quortm present.
Mr. KENYON, I ask the Presiding Officer if he will not

submit the request again to the Senate for a yea-and-nay vote,

The PRESIDING OFFICER. A yea-and-nay vote is re-
quested. Is the demand seconded?

The yeas and nays were ordered, and the Secretary pro-
ceeded to eall the roll.

Mr. JONES of Washington (when his name was called).
Again announcing my pair with the senior Senator from Louisi-
ana [Mr. Raxsperr], I withhold my vote.

Mr. MYERS (when his name was called). I have a pair
with the Senator from Connecticut [Mr. McLeax], who is ab-
sent. In his absence I transfer that pair to the Senator from
Arizona [Mr. Asgurst] and vote “ nay.”

Mr. NEW (when his name was called). Transferring my
pair with the junior Senator from Louisiana [Mr, GAY] to the
ﬁenlog’ Senator from New Jersey [Mr., FRELINGHUYSEN], I vote

Mr. STERLING (when his name was called). Again an-
nouncing my pair with the Senator from South Carolina [Mr.
SarrrH], I withhold my vote,

The roll call was concluded.

Mr. GERRY (after having voted in the affirmative). I have
a general pair with the junior Senator from New York [Mr.
Carper]. I transfer that pair to the Senator from Nevada [Mr.
Prrraax] and let my vote stand.

I wish also to announce that the Senator from Delaware
[Mr. SavrseUury] is necessarily absent on important publie
business and that he is paired with the Senator from IRhode
Island [Mr. Cort].

Mr. KNOX (after having voted in the affirmative). I voted
not noticing the absence of my pair, the Senator from Oregon
[Mr. CHAMBERLAIN]. I transfer my pair to the Senator from
Vermont [Mr. Page] and let my vote stand.

Mr. BRANDEGEE. Making the same transfer previously
announced, I vote * yea.”

Mr. HARDING, 1 transfer my pair with the Senator from
Alabama [Mr. Uxperwoon] to the Senator from Oregon [Mr.
McNary] and vote. I vote “nay.”

Mr. KENDRICK (after having voted in the affirmative). T
transfer my pair with the Senator from New Mexico [Mr.
Fary] to the Senator from Montana [Mr. WaALsa] and let my
vote stand.

Mr. LODGE.
ing pairs:

The Senator from Rhode Island [Mr. Cort] with the Senator
from Delaware [Mr. SAULSBURY] ;

The Senator from Kansas [Mr. Curris] with the Senator
from Georgia [Mr. HARDWICK] ;

The Senator from West Virginia [Mr. GorF] with the Senator
from Oklahoma [Mr, OwEgN];

The Senator from Illinois [Mr. SHERMAN] with the Senator
from Kansas [Mr, THoOMPSON] ;

The Senator from Michigan [Mr. Saara] with the Senator
from Missouri [Mr. Reep] ;

The Senator from Michigan [Mr. TownsExp] with the Sena-
tor from Arkansas [Mr. Rosrxsox]; and

The Senator from New York [Mr. WapsworrH] with the
Senator from New Hampshire [Mr. Horris].

The result was announced—years 35, nays 17, as follows:

I have been requested to announce the follow-

YEAS—30.
Bankhead Knox New Sutherland
Brandegee Lenroot Overman Swanson
Dillingham Lodge Penrose Thomas
France MeCumber Phelan Warren
Gerry Martin, Ky. Simmons Watson
Gore Martin, Va. Smith, Ariz. Weeks
Henderson Moses Smith, Ga. Williams
Jones, N. Mex. Myers Smoot Wolcott
Kendrick Nelson Spencer

NAYS—1T.
Fletcher Kenyon Nugent Sheppard
Hale Kirby I’ggfdener Trapmpgell
Harding La Iollette Pollock
Johnson, 8. Dak. McKellar - Pomerene
Kellogg Norris Shafroth

NOT VOTING—44,

Ashurst Fernald Lewls Shields
Baird Frelinghuysen McLean Smith, Md.
Beckham Ga MeNary Smith, Mich.
Borah (o Owen Smith, B. C.
Calder Gronna Page Sterling
Chamberlain Hardwick Pittman Thompson
Colt Hitchock Ransdell Townsend
Culberson 1Tollis Heed Underwood
Cummins Johnson, Cal. ltobinson Vardaman
(‘urtis Jones, Wash. Saulsbury Wadsworth
Fall King Sherman Walsh

So Mr. McCuumBER's amendment was agreed to.
Mr. HALE obtained the floor.

AMr. SMOOT. Will the Senator allow me just a moment?
Mr. HALE. Certainly.
Mr. SMOOT. 1 want to perfect this amendment. I call at-

tention to the fact that there must be another amendment in
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the House provision now that the amendment has been adopied.
On page 202, beginning in line 4 with the last word “As” I
move to strike out 2l! down to and including the word * dresses,”
in line 7. It reads:

As used in this subdivision the term “ vendor ” ineludes a tailor or
dressmaker making np women'’s or misses” sults, cloaks, coats, or dresscs,

Now that those paragraphs have been eliminated, I move to
strike ont these words.

Mr. SIMMONS. I was going to say that necessarily those
words should go out.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from Utah.

The amendment was agreed fo.

Mr. HENDERSON. Mr. President——

The PRESIDING OFFICER. Does the Senator from Maine
yield to the Senator from Nevada?

Mr. HALE. I yield.

ASSESSMENT WORK ON MINING CLAIMS.

Mr. HENDERSON. There is a very important joint reso-
Iution which has just passed the House of Representatives this
afternoon and is now on the Presiding Officer’s desk. T ask
unanimous consent to have it laid before the Senate at this
time and put on its passage.

The PRESIDING OFFICER laid before the Senate the joint
resolution {(H. J. Res. 372) to amend Senate joint resolution No.
8, approved October 5, 1917, entitled * Joint resolution to sus-
pend requirements of the annual assessment work on mining
claims during the years 1917 and 1918, which was read the first
time by its title and the second time at length as follows:

Resolred, ete, That the provisions of Senate joint resolution, ap-
proved October 5, 1917, be amended so as to provide that the time for
filing notices to hold sald mi claims in the Territory of Alaska,
under the said resolution, be, a the same is hereby, extended to the
1st day of April, 1019

Mr. HENDERSON. I ask ihat the unfinished business be
temporarily laid aside and I ask nnanimous consent to consider
this joint resolution. It will take only a moment. There will
not be any debate on it and it is a very important matter.

. AMlr, SIMMONS, 1 shall not object, providing there is no de-
ate.

The PRESIDING OFFICER. Is there objection to the pres-
ent consideration of the joint resolution?

Mr. LENROOT. Before consent is given I would like to know
what the measure is.

Mr. HENDERSON, It simply provides that under the joint
resolution passed tweo years ago ding assessment work
on mining claims during the years 1917 and 1918 the time for
filing a notice which expires January 1 shall be extended for
the period of three months for Alaska on account of the in-
floenza and the difficulty of getting the notices sent there.

Mr., SIMMONS. It has passed the House?

. Mr. HENDERSON. It has passed the House, and came over
this afternoon.
Mr. JONES of Washington. Mr. President, I hope the joint

resolution will be passed, but I just want to express my regret

that while we can get action promptly upon a matter of this
kind concerning property rights we are unable to get action
on a bill to extend aid to the people there who are dying.

There being no objection, the joint resolution was considered
as in Committee of the Whole.

The joint resolution was reported to the Senate without
amendment, ordered to a third reading, read the third time,
and passed.

THE REVENUE.

The Senate, ag in Committee of the Whole, resumed the con-
sideration of the bill (H. R, 12863) to provide revenue, and for
other purposes.

Mr, HALE. T offer an amendment to the bill to come in on
page 197, line 4: Before the word “ canoes,” I move to insert the
word “ pleasure.” The bill now provides——

Mr. SIMMONS. I will state to the Senator that we have
considered that matter; I have conferred with other members
of the committee, and we will accept the amendment.

The amendment was agreed to,

Mr. KIRBY. 1 desire to offer an amendment.

The PRESIDING OFFICER. It will be read.

The SecreETAaRY. After section 1407 insert:

8gc. 1408, That it shall hereafter be nonlawful for the Unlied States
of Ameriea to make nny loan of momney, bonds, or credit to nny other
nation, government, power, or people, or the representative thereof or
to purchase the securities, bonds, or credits of such nation, government,
power, or people except ns it may become necessary to do so in order
to ndjust, colleet, and realize upon the ioans already made to and bonds
aml securities aequired of such nation, power, or government unless and

until the Secretary of the Treasury 1s first thereunto duly authorized
by act of Congress.

Mr. KIRBY. My, President, this is an amendment of some
moment, and it seems to me might well be put upon this bill
Taising revenue. The people of our country are heavily taxed.
They have responded liberally to the loan of money to our Gov-
ernment, both in war stamps and in bonds. They are now taxed
heavily and are going to continme to be taxed heavily, and it
seems to me the time has come when we should quit lending the
money of the United States of Ameriea to other Governments,
powers, or peoples. We have leaned all the moneys that are
necessary to carry all the Governments with whom we were
associated in the war to a successful completion of it. The war
is ended, and this is a time, in my opinion, when we should end
lending the money of the people raised by taxation to other
Governments of the earth.

This does not prevent lending money as may be necessary to
realize upon the loans that have heretofore been made to these
Governments, but it would prevent the lending of any money to
any other Government for any purpose whatever until the pur-
pose was first disclosed to Congress and the consent of Congress
obtained fo the particular loan desired. It seems to me the time
has come when we ought to do something of this kind, and on
that aceount I propose this amendment here to-day.

Mr. WEEKS. Mr. President——

Mr. KIRBY. I yield to the Senator.

Mr. WEEKS. I suggest to the Senator from Arkansas that
the Government owns several million dollars worth of property
in France. It is the purpose, I understand, fo try to sell that
property to European Governments. Would the Senator's
anllggdmcnt prohibit taking bonds for that property if it were
80

Mr. KIRBY. Not at all, as I understand it. It is to lend
the money in the Treasury here and take bonds or purchase
securities ont of the Treasury. I do not think that ought to be
done, and I believe the time has come to stop it. If there exists
any great necessity for any further lending of credit or of
money by the Government, it ought fo be brought to Congress
and the consent of Congress first obtained to do if.

Mr. WEEKS. I think I am in agreement with tlie Senator
about that, but I believe it would be unfortunate if we were
prevented from receiving any payment for our property over
there in the bonds of other countries.

Mr. KIRBY. This will not do that.
that kind, and its effect ean not be such.

Mr, SIMMONS. Mr. President, I earnestly hope this amend-
ment will not prevail. I think it would be a most embarrassing
thing to do at this time. I am advised by the Secretary of the
Treasury to-day that it would be most embarrassing and would
prevent the Government from doing things absolutely necessary
under present circumstances. The war has not closed yet, but
when it has closed all authority of the Secretary of the Treasury
to advance money to the allies will have passed. Congress is at
this time considering legislation with reference to loans to
certain of our allies after the war has closed.

The Secretary of the Treasury who has just relinquished
his office—Secretary McAdoo—recommended to the House of
Representatives legislation of that character. That body is
considering that legislation in committee, I understand, right
now. When the Secretary of the Treasury appeared before the
Finance Committee he said that when the war closes it would
be necessary, in his opinion, if we were unable ourselves to sell
to some of our allies, especially to Belgium and France, mate-
rials which they would absolutely need and which they could
not get elsewhere, in order to carry on the work of recon-
struction, authority ought to be given to do that, because if it
were not given it would be Impossible for us to sell them the
material and the supplies which they would need for these pur-
poses. He presented fo the commitiee a very strong statement.
He showed the committee, and he showed them nothing more
than what we would have known if we had thought about it,
that the countries now needing or presently to need great quan-
tities of supplies are not in a financial position to buy and pay
for these things in cash, and when we loan them money for the
purpose of buying those goods in this country we would simply
enable the business people of this country to furnish them the
supplies, and for the money that we advance them to pay
our business people we would be advancing Government securi-
ties that were as good as could be found probably in the mar-
kets of the world.

Mr, President, if we do not permit the Government fo loan
at all after the war closes, our business people will not be able
to supply these goods, and our allies will not be able to get them
anywhere else,

No money is 1ost ; no money is jeopardized. We simply enable
our people, the producers of this country, to sell these goods, and
we get abundant security for the money that we advance.

It has no purpose of
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I do not think that anything could be more unwise than to sud-
denly cut off the splendid trade which the business people of this
country have a right to expect and which they can get without
losing or even jeopardizing a dollar of American money ; and, as
the Senator from Maryland [Mr, SMI1TH] suggests to me, it does
not increase the tax, because the bonds which we get from them
for the money which we advance go immediately into the hands
of our own people. It will not be a burden to us so far as inter-
est charges are concerned, because those will be met in due time
by the governments from whom we get the bonds, and in the end
our principal will be returned.

AMr. President, I do not wish to prolong the discussion, but I
do sincerely trust that this amendment will not prevail.

Mr. LODGE. Mr. President, I do not mean to prolong the
debate a moment. The Senator from North Carolina [Mr. Sia-
aoxs] has covered the case. It seems to me it would be most
unfortunate in every way at this time to pass a general law
that we would not extend any further credit to the nations
with whom we have been associated in the war against Ger-
many. It is extending a credit, it is not giving them money.
I think now, with peace negotiations just coming on, to adopt
such an amendment as this would be most unfortunate.

Mr. GORE obtained the floor.

AMr, KIRBY. Mr, President——

Mr. GORE. 1 yield to the Senator from Arkansas.

Mr. KIRBY. Mr, President, we agreed to extend ecredit and
to loan money to our allies during the emergency and because
of the necessity for so doingz. The necessity was great; it was
urgent. We have loaned them money until the war has been
brought to a successful conclusion. Now it is proposed to
establish nations on the other side of the world. It is pro-
posed to rehabilitate great Russia, that once mighty empire
yonder, which is destroyed, dismembered, impotent, and is now
being harassed and overrun by bandit hordes of Czecho-Slovaks
swinging down through that country.

Is it our business and our policy here to lend the nations
that are going to be cut out of other territory money with
which to stand upon thelr feet, in the hope that they may pay
it back hereafter? To tax our people to the last limit to get
the money to lend to them?

Mr. JONES of New Mexico. Mr, President——

The PRESIDING OFFICER. Does the Senator from Arkan-
£as yield to the Senator from New Mexico?

Mr. KIRBY. Yes.

Mr. JONES of New Mexico. I merely want to call the atten-
tion of the Senator from Arkansas to a little business arrange-
ment which was reported to have been made recently. It is
now well known that our disbursemenis in Europe are very
large, and so there has been an exchange of credits. We have
made an advance of a quarter of a billion dollars just in the
last few days to our European allies, and, in turn, they have
made advances to us over there for a similar amount. But the
right to make advances must exist in order to carry out a
transaction of that kind. I assume that there will be a number
of just such transactions as that while our expenditures in
Europe are so very large.

Mr. KIRBY. The purpose of my amendment is not to pre-
vent that nor our collection of any loans or realizing upon any
credits which we have found it necessary to make to our allies
heretofore; it will have no effect to do that; but it is to prevent
the loaning to these other Governments after the war has ended
of money that must be collected by taxation from our people
unless the necessity is so great that the Secretary of the Treas-
ury can come here and say, “ I desire to extend this much eredit
and I desire the permission of the Government to do it,” and
convince the Congress of the necessity therefor, it should stop.
The time has come, in my judgment, when we should quit
levying high taxes upon our people to lend the money to the
other nations.

Mr. GORE. Mr, President, I wish to say that I am unable to
agree with the Senator from Arkansas [Mr. Kmsy]. I rather
agree with the Senator from Massachusetts [Mr. Lopge] and
with the chairman of the Committee on Finance [Mr. Siar-
aoxs]. In my judgment it is neither to our own advantage
nor is it to the advantage of the peoples of Europe that they
should live in a world of wreck and ruin and devastation. It
is to their advantage, as it is to our advantage, that Europe
should be rebuilded as rapidly as possible. We can facilitate
the reconstruction of Europe by advances of credit. This will
inure to their advantage, as it will to ours. If those countries
and those peoples are obliged to rely upon the slow processes
of accumulating capital in order fo rebuild and to reconstruct
their countries, it will postpone their prosperity, and it will
inevitably lead to a long period of industrial depression both
in Europe and in the United States.

=

The purchasing power of Europe has been seriously reduced:
it has been almost destroyed during the course of this war. It
is estimated, I believe, by Mr. Schwab, that Burope will re-
quire $6,000,000,000 worth of iron and steel for pur-
poses of reconstruction. There is a vast market. To sup-
ply that market will be to our own interest; it will
be even more to the interest of those countries which have
been so seriously crippled. Half the world is to-day naked
and hungry; half of Europe is but half clad and half fed.
These elemental needs ought to be supplied. They ought to be
largely supplied by the farmers of the United States. If they
have purchasing power, and if we can sustain their purchasing
power, it will constitute an effective demand for the farm
products of the United States. That will insure prosperity
to our farmers, which is a large guaranty of prosperity to
every productive class and to every industry in the United
States. .

I shounld regard it as a serious mistake to withhold ecredit or
purchasing power from those depressed people. It is not only
to our advantage—waiving the question of duty, or rather of
humanity—but it is a matter of the highest industrial and
commercial concern to the people of the United States and to
all of the peoples in Europe,

Mr. BRANDEGEE. Mr. President, before the guestion is
taken on the amendment I desire to see if I understand the situ-
ation correctly. I understand that about $8,000,000,000 has been
authorized by Congress to be loaned. Is that correct?

Mr. SIMMONS. The loan of about $10,000,000,000 has been
authorized, about $8,000,000,000 of which have already been
loaned.

Mr. BRANDEGEE. Then, there is something like a billion
and three-quarters in money which could be loaned in the future
without further legislative authority.

Mr. SIMMONS. Yes; but there will have to be further legis-
lation to make any loans after the war.

Mr, BRANDEGEE. But the end of the war will be indicated,
I assume, by the proclamation of the President that the war has
ceased. The effect of the amendment of the Senator from Ar-
kansas [Mr. Kmnsy], then, would be to withdraw the authoeity
already granted as to the loaning of the remainder of that
money.

Mr, SIMMONS. Undoubtedly, that would be the effect of the
amendment,

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the Senator from Arkansas [Mr. Kigsy].

The amendment was rejected.

Mr. JONES of New Mexico and Mr. THOMAS addressed the
Chair,

The PRESIDING OFFICER. The Senator from New Mexico.

Mr. JONES of New Mexico. I call up an amendment which
has heretofore been offered by me, and ask that it be stated by
the Secretary.

The PRESIDING OFFICER. The amendment offered by the .

Senator from New Mexico will be stated.

The SEcRETARY. On page 30, line 23, at the end of the line,
it is proposed to strike out the semicolon and insert a colon and
the following proviso:

Provided, however, That any taxpayer who is the head of a family
shall be entitled to deduet from his gross income such sum or sums of
money as he may have actually expended during the taxable year as
rent for residence purposes for himself or family, but not in excess of
a sum of $1,000.

Mr. JONES of New Mexico. Mr. President, the proposition
presented by this amendment is very simple. If an individual,
partnership, or corporation owns its place of business it is not
charged up with the rental value of that property as income.
If a partnership, individual, or corporation does not own its
place of business it is entitled to deduct from its income the
rent of the premises in which it does business, so as to put it
on a parity with the business where the buildings and plant
are owned by the operating interest. \What this amendment
does is this: Under the bill as it is now framed, if a man owns
his home he occupies it without being charged anything for its
rental value. If he does not own his home he is not permitted
to deduct from the income the rent which he has got to pay to
house his family. The amendment is for the purpose of putting
individuals on an equality as fo residence precisely in the same
way as we put business on an equality as to place of business.

I shall not discuss the matter at length. In a good many

jurisdictions where they have income taxes they do just the

other thing; they charge the owner with the reasonable rental
value of the property, the farmer with the reasonable rental
value of the house on the farm, and so on. I do not think that
ought to be done, I think the system which the committee has
adopted with reference to business is the proper one, amd [
am simply seeking to extend that to the individuals who labor,
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who live upon salaries, and who do not own their homes. I
ask for a vote on the amendment.

Mr. SIMMONS. Mr, President, the present law and also the
pending bill do not allow deductions for personal living or
family expenses. If this deduction is allowed, then I do not
see any reason why personal living and family expenses gen-
erally should not be also allowed.

Mr. JONES of New Mexico. Mr. President, I should merely
like to state that I am simply proposing to allow as a deduction
the item of rent alone, because as to other family expenses the
man who owns a house has to pay them just ‘he same as the
man who does not own a house.

Mr, SIMMONS. The man who owns a house is not allowed
to deduct interest upon the investment in the house.

Mr. SMOOT. Mr. President, this amendment, if adopted,
means simply this, that it would be far better for a man never
to own a home than to own one; or, in other words, the man
who must rent a house has no investment whatever in it, pays
no taxes on it, has no upkeep to provide for it, and pays no
insurance upon it; but the man who owns a home is compelled
to pay the expenses of all those items; and, besides that, he has
got his money tied up and receives no income whatever from it.
It seems to me the amendment is so foreign to what would be
just and right that the Senate can not possibly agree to it.

Mr. JONES of New Mexico. Mr. President, I do not think
that this question can be settled by a mere wave of the hand.

Mr. SMOOT, It can be by a vote.

Mr. JONES of New Mexico. According to the Senator from
Utah, a man who owns a building in which he conduets his
business has no advantuge over the man who does not own the
buildicg in which he conducts his business, because he has to
pay the upkeep of it, and he is also out of the use of the money
invested in it; but in the case of business the man who does not
own his building deducts the rent from his income. If there is
no advantage in the one case, why have the provision exempt-
in; rent in the other? I submit, Mr. President, that this is
but a matter of simple justice. If a man did not have his
money in his residence he would have it invested in something
clse, and would get an income from that something else, and he
would be paying a {ax upon that income.

Mr. SMOOT. The Senataor has asked a question and I shall
simply undertake to answer it. The man who owns his own
building and does business in that building has paid for it; it is
a part of his eapital, and he is allowed an exemption upon it,
and, of course, if a man does not own the building whatever
he pays as rent he is allowed upon it; but the man who owns
the building is allowed an exemption upon it before any tax ever
applies. That is the difference between the two cases.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from New Mexico [Mr. Joxes].

The amendment was rejected.

Mr. POLLOCK. Mr. President, I offer the amendment which
1 send to the desk and ask to have read.

The PRESIDING OFFICER. The amendment will be stated.

The SecreETARY. At the end of the bill it is proposed to add a
new section as follows:

Sgc. 1408, That the members of the various district and local boards
who acted under the selective-service-draft act throughout the United
States be, and are hereby, extended the thanks of Congress for their

atriotic services to the count‘g: and the Secretary of War is hereby
directed to cause to be prelpar and filed with the records of the War
Department a complete and permanent record of the names of all those
who so served, and that the Secretary of War is hereby directed to
cause suitable bronze medals to be prepared and presented to all who
go served.

The PRESIDING OFFICER. The question is on agreeing to
the amendment offered by the Senator from South Carolina.
[Putting the question.] By the sound, the “noes™ seem to
have it.

Mr. POLLOCK. I ask for a division.

On a division, the amendment was rejected.

Mr. JONES of New Mexico. Mr, President, I have two other
amendments here. I can explain the purpose of them very
readily. I have previously pointed out some advantages in
making returns as corporations. I also pointed out wherein in-
dividuals, under certain circumstances, have advantages over
corporations in making their tax returns. I am sure that we
ought to make all business of the same kind as nearly equal and
competitive as we can, and if there is any advantage in an in-
dividual or a partnership making a return as a corporation he
ought to have the privilege of doing it, because by so doing he
only puts himself on an equality with his competitor. Like-
wise, if a corporation finds that it is more advantageous for the
stockholders to make a return as a partnership, I do not see why
that should not be done. I pointed out the other day very gross
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inequalities simply because cne concern happened fo be a part-
nership and the other happened to be a corporation. There is no
administrative difficulty in the way, because this bill only affects
the mere matter of returns, and in the bill now we provide that
certain corporations may make returns as partnerships. I will
ask merely to have one of the amendments read, ami will abide
by the result upon that amendment so far as the other is con-
cerned.

Mr, SIMMONS. Mr. President, I do not desire to discuss this
amendment, but simply to say that the purpose of the amend-
ment is to allow any individual or corporation to select the most
favorable way of being taxed.

The PRESIDING OFFICER. The Secretary will state the
amendment offered by the Senator from New Mexico.

The SECRETARY. It is proposed to add to the bill a new sec-
tion, as follows:

Sec. 229. That any individual or partnership carrylng on a trade,
business, or profession may in respect to the income derived from such
trade, business, or profession, elect to be taxed as a corporation, and

file return aecord[niu'. In such case such individual or the members
of the partnership shall not be subject, in respect to such income, to the

taxes im by this title and Title III upon individuals and partner-
shlpt;.‘ but shall subject to the taxes imposed by such titles upon cor-
porations.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from New Mexico.

The amendment was rejected.

Mr. JONES of New Mexico. Mr. President, I have another
amendment to offer, which I send to the desk and ask to have
stated.

The PRESIDING OFFICER. The Secretary will state the
amendment. x

The SecreErTany. On page 95, at the end of line 12, it is pro-
posed to strike out the period and to insert * and not inciuding
for the taxable years 1918 and 1919 any surplus or undivided
profits earned since December 31, 1916.”

Mr. JONES of New Mexico. Mr. President, I can explain
this amendment in a very few words. Although it is a very
important amendment, and will raise something over $100,000,-
000 of revenue, to my mind it is nothing but in a small way
bringing about justice for a grave discrimination which exists
under the present law.

For the taxable year 1917, individuals, partnerships, and cor-
porations all paid the same excess-profits tax. Individuals and
partners paid surtaxes on all of their profits, whether they were
taken out of the business or not. Corporations paid no surtax;
and only the profits of the corporation which were distributed
in dividends have as yet become subject to any surtax. As a
matter of dollars, the corporations in 1917 earned about $10,000,-
000,000. After paying their taxes and after distributing their
dividends they retained as undistributed profits, taxed only by
the tax of 6 per cent which was provided, $4,000,000,000, and
that money has been left in their treasuries. That $4,000,000,-
000 has not only escaped any surtax but under this bill they
add the $4,000,000,000 to their capital, and under this bill
exempt the 8 or 10 per cent—whichever form of tax it comes
under—on the $4,000,000,000. They have kept it from paying
any surtax to begin with; they now add it to eapital, and get
it exempted under this bill, before they pay any excess or
war profits taxes on it now; and this is only in a very small
way making those dollars pay what the dollars of the individual
or partnership have already paid. It will bring in about $100,-
000,000 of revenue for this year, and it will bring in about
$100,000,000 of revenue for next year.

Mr. SIMMONS. Mr., President, I do not wish to discuss this
amendment. I will simply say that under the definition of “in-
vested ecapital™ in the bill paid-in or earned surplus and un-
divided profits constitute a part of invested capital; and what
this amendment provides is that while the invested, paid-in, and
earned surplus of every other year shall constitute part of in-
vested capital the surplus and undivided profits of 1917 shall
not constitute a part of it.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from New Mexico.,

The amendment was rejected.

Mr. GORE. Mr. President, I wish to say that I was absent
when certain sections were considered and adopted by the Senate
to which I desire to offer an amendment. I have conferred with
the chairman of the committee and have decided to ask unani-
mous consent that I may offer the amendments now. It will
obviate the necessity of offering them in the Senate.

The PRESIDING OFFICER. The Senatfor from Oklahoma
asks unanimous consent to offer an amendment which will be
stated by the Secretary. Is there objection? The Chair hears
none, and the awendment will be stated.
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The SEcCRETARY. The Senator from Oklahoma offers the fol-
lowing amendment {o section 311, on page 89:

Strike out:

“{2) An amount equal to the average net income of the corporation
for the prewar period, plus or minus, as the ease ma{ be, 10 per cent
of difference between the average invested capital for the prewar
period and the invested capital for the taxable year,”

And insert in lien thereof :

**An amount equal to the average net income of the corporation for
the prewar period, plus or minus, as the case may same per-
centage of the dlﬁ'emﬂce between the average invested capital of the
prewar period and the invested capital for the taxable year as the
average net income of corporations engaged in a trade or business of
the same general class as that conduocted by the taxpayer for the pre-
war period was of average invested capital for the prewar period: Pro-
tvided, That In no case shall such percentage ex the percentage of
the net income of the taxpayer for the prewar period of the average in-
vested capital for the prewar period.”

Mr. GORE. Mr, President, I appreciate and I fully sym-
pathize with the desire of the Senate to pass this bill to-night.
I also appreciate the difficulty, the impossibility, of the Senate
understanding an intricate amendment of this character when
read from the desk. I shall, however, abbreviate my explana-
tion of it, because I wish to facilitate the passing of the bilL

Of course no taxation bill can realize ideal or poetic justice.
All that we can do is approximate a erude sort of justice, avoid-
ing intended or avoidable injustice or inequalities. It some-
times happens, however, that even low taxes, if they are un-
equal, are more oppressive than high taxes if equal. Low taxes
that discriminate in favor of one competitor and against an-
other may ruin the one and enrich the other, whereas high taxes
that are equal will not inflict any such imposition or burden
uoon either. One of the paramount considerations in passing
a measure of this sort is to avold inequality of burdens as be-
tween competitors in the same industry.

If the Senate will indulge me for one moment, in imposing
the tax upon war profits we have adopted as the prewar period
the years 1911, 1912, and 1913. Corporations have been given
s an exemption the average net profits during the prewar
period. That is, of course, a matter of obvious justice; but for
corporations organized since the prewar period an artificial
basis must be adopted. The committee has recommended as
exemption for corporations organized since the prewar period
the average net profits of corporations engaged in a like or
similar business. I think that is the fairest standard which
could have been agreed upon.

The inequality arises, Mr. President, with respect to corpora-
tions that did business during the prewar period and which
have added to their investment since the close of that period.
The exemption allowed upon this capital newly invested is
only 10 per cent,

Now, take a case. Take a corporation that was doing busi-
ness during the prewar period, making an average profit of 20
per cent, and let us- assume that the average profit for like
industries is also 20 per cent. Now, a new corporation organ-
ized since the prewar period would be entitled to an exemption
of 20 per cent, based on the average profits of like industries;
but a concern, we will say, that was capitalized at $50,000,
operating during the prewar period, and realizing a profit of
20 per cent, has added $450,000 of new capital to its business.
Upon this $450,000 of capital newly invested it is entitled to an
exemption of only 10 per cent, or $45,000. Take an entirely
new concern which has been organized since the prewar period,
ca&ljtallxed at $500,000. It will be allowed an exemption of
$100,000, because the average net earnings of like industries
are 20 per cent. Now, there is a serious discrepancy between
like industries.

They may be competitors; their plants may be just across
ihe street from each other; and yet the one, simply because it
existed during the prewar period, is penalized to the extent of
ggg:%, and the new concern iz rewarded to the extent of

Now, that is a disparity, a disproportion of burden, that
ought not to be imposed upon competing concerns. It would
have been much better for the old concern, instead of adding
to its invested capital, to have organized a new corporation and
capitalized it, using the new capital in that way, because upon
this new concern it would have been entitled to a much more
generous exemption.

I can see how this would work serious injury to an old con-
cern simply for being old, The amendment which I have
offered proposes to give the old concern which has added to its
capital the same exemption upon its new capital that we give
to a corporation which has been organized since the prewar
period. In other words, it is to give to the old corporation an
exemption upon its new capital equivalent to the average net
}’“’3“ of like businesses. That will place them on an equal

ooting.

I had introduced an amendment which gave old (:4:1rpt'mnt[c:n::sr,1
upon the newly invested capital, an exemption equivalent to
their average earnings during the prewar period. There is an
element of justice in that proposal; but there is also weight to
the objection that a corporation having a small capital and high
earnings which expands its capital can not or should not be
expected to realize as high a percentage of return upon its
expanded capital as upon its old limited capital. But it seems
to me, Mr, President, that there can be no argument against
this proposal to give an old corporation upon its newly invested
capital an exemption exactly the same as is accorded to new
corporations; In other words, that will allow the new corpora-
tion the average net profits of like concerns engaged in like
business, and allow an old corporation upon its newly invested
capital an exemption equivalent to the average profits of llke
CONCerns.

That places competitors on an equal footing, and does not dis-
criminate between them. It does not subject the one to an
unnecessary and to an unjust burden. It does not make a
difference in the treatment of concerns where there is no real
difference in fact to justify the different treatment. The
amendment which I have offered accords like treatment to those
who are substantially in like situations. This is the nearest
approach to justice we can arrive at in the adoption of a com-
plicated revenue measure of this sort.

AMr, SIMMONS. Mr. President, while the Senator from Okla«
homa always illuminates every subject upon which he speaks,
I do not think he expects this amendment to be adopted. I
think the Senator knows perfectly well that if this amendment
were adopted it would be necessary to re-form this bill in many
of its essential features. I do not know how that could be done
now without sending it back to the committee. The Senator
also knows that this proposal was pretty thoroughly thrashed
out in the committee, and after great deliberation there it was
decided that it was impracticable.

I hope, therefore, the amendment will not be adopted.

Mr. SMOOT. Mr. President, just a moment. There may be
such a case as that cited by the Senator from Oklahoma; but
if so, I eall his attention to the relief provision found in this
bill. On page 99, under paragraph (d), line 20, there is this
provision : .

d) Where, as compared with representative corporations engaged in

a like or eimilar trade or business, the taxpayer would (under sec-
tion 326)— A |

That is, the invested-capital section—

be placed in a ition of substan equal
or rl:mnner of orlasnimtion, or becm?:el tgle actni.:i 'mu:g t?:ta t:ﬁnm

And so forth. :

So the Senator can see that if there were such a case as cited
by him it would fall under this relief provision. .

Mr. GORBE. Mr. President, I think there is a great deal of
virtue in this relief provision; but, of course, it is intended to
meet exceptional cases—cases where the circumstances can not
be standardized.

Mr, SMOOT. That is what that would be. !

Mr, GORE. The amendments which I have ofiered apply,
uniformly and generally to all concerns which come within the
same category, and I think it is better, as a rule, where you can
classify, to have a uniform rule applicable to a class, rather
than to rely upon making special exceptions to meet particular
cases. I fully approve of the relief section, but to meet the
case of those enterprises which can not be reduced to rule or
to standard, I think this amendment ought to have been
adopted. I hardly expect it to be adopted at this late hour,
though, because, of course, the Senate has not had an oppor-
tunity to analyze it. I would not be surprised, however, to see
this amendment come back in the conference report, if this
section stays in the bill

The PRESIDING OFFICER. The question is upon agreeing
to the amendment of the Senator from Oklahoma.

The amendment was rejected.

Mr. GORE. Mr. President, there is one other amendment
which I wish to offer.

The PRESIDING OFFICER, The Senator from Oklahoma
offers a further amendment, which will be stated by the Sec=
retary.

The SECRETARY. On page 83, it is proposed to strike out
sections 300 and 301, as amended, and in lien thereof to insert
the following:

Sgc. 800, That when used in this title the terms * taxable ;-m."
“ fiscal ¥ :" - service corporation,” “ paid or accrued,” and
“ dividends* have the same meaning as ided for the
Income tax in sections 200 and 201, and when used in sectiom

of inco
01 of this title the term * taxable income' shall mean the net income
in excess of the excess-profits credit determined under section 313,
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or the war-profits credit determined under section 311, as the case
may be. The first taxable year for the purposes of this title shall be
the same as the first taxable year for the purposes of the income
under Title II.

Pant 1I—ImposiTiON OF TAX.

Skc., 301, (a) That in lien of the tax imtBosed by Title II of the
revenue act of 1917, but in addition to the other taxes im by this
act, there shall be levied, collected, and paid for the taxable year 1918
upon the taxable income of every corporation a tax equal to the sum
of the following:

FIRBT BRACKET.

Thirty per cent of the amount of the taxable income not In excess
of 20 per cent of the invested capital.

SECORD BRACKET.

Sixty per cent of the amount of the taxable income in excess of 20
per cent of the invested capital.

THIRD BRACKET.

The sum, if nng, by which S0 Eer cent of the amount of the taxable
income exceeds the amount of the tax computed under the first and
second brackets.

(b} For the taxable year 1919 and each taxable year thereafter there
shall be levied, collected, and paid upon the taxable income of every
corporation a tax equal to the sum of the following:

FIRST BRACKET.

Twenty per cent of the amount of the taxable income not in excess of
20 per cent of the invested capital.

SECOND BROACKET.

Forty ger cent of the amount of the taxable income in excess of 20 per
cent of the invested capital.

{¢) For the purposes of the act approved March 21, 1918, entitled
“An act to provide for the operation of transportation systems while
unier Federal control, for the just compensation of their owners, and
for other purposes,” the tax imposed by this title shall be treated as
levied by an aet in amendment of Title 1I of the revenue act of 1917.

Mr. GORE. Mr. President, just a moment. There are two
points in this amendment. One is to define what shall constitute
taxable income. Under the existing law and under the pending
bill the brackets are applied to the entire net profits of corpora-
tions. The ordinary taxpayer expects his net profits to be ascer-
tained and expects his exemption recited in the bill, of $3,000
plus 8 per cent on the capital invested, to be subtracted from his
net profits and then expects the bracket of 30 and G0 per cent to
be applied to what is left.

That is not the ease. The exemption of $3,000 plus 8 per cent
on the capital invested is tuken from the lowest bracket, and if
the exemption is more than the net profit under the low bracket
then the remainder of the exemption is taken out of the next
bracket above that.

So it might happen but for another provision. The small con-
cerus would pay their entire tax under the 60 per cent bracket.
Take a concern—but for the provision—which I shall submit in
a moment, capitalized at $25,000, with a net profit of $12,500.
That concern would be entitled to an exemption of $5,000, $3,000
plus the 8 per cent on the capital stock, making an aggregate
of £5,000.

The average taxpayer expects that $5,000 exemption to be
taken from $12,500, the profit being $7,5600, to which the bracket
should be applied. Five thousands dollars of the $7,500 coming
within the first, or 30 per cent, bracket, amounting to $1,500;
under the second bracket, $2,500, bearing 60 per cent, amount-
ing to $1,500, or aggregating under both brackets $3,000.

That is not the way it is computed. Twenty per cent of the
capital stock, or $5,000, which is the first bracket, is offset
against the exemption of $5,000, leaving $7,500 to bear the 60
per cent tax. I use this merely by way of illustration.

This is the way the computation would run, but for the pro-
vision that a corporation whose net profits do not exceed $20,000
shall pay at the rate of 30 per cent.on its entire profits. The
method, however, of deducting the exemption from the low
bracket operates against small corporations. It is less burden-
some to large corporations, but my proposal to deduct the ex-
emption from the net profits and then apply the brackets to
the remainder would be just alike to the small and to the large
corporation and would avoid a burdensome discrimination.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from Oklahoma.

The amendment was rejected.

AMr, JONES of Washingtor. I have an amendment that I
wunt to propose to paragraph C, on page 138 of the bill. I
think when I state just briefly the situation and what it is de-
signed to meet, its merits will be perfectly clear.

Mr, SIMMONS. Clearly, the amendment should be adopted.

The PRESIDING OFFICER. The amendment will be stated.

The SECReETARY. On line 10, page 138, add the following
proviso:

Provided, That where such transportation lines are in competition
with foreign lines the tax imposed under this paragraph shall not ex-

ceed the amount of transportation tax to which such foreign transpor-
tation company is subjected by its government corresponding to this tax,

Mr. JONES of Washington. Mr. President, I think I can
state just in a moment, so that it will appear in the Recorp,
what this amendment is designed to meet.

We have a transportation line from Seattle, for instance, to
points in southeastern Alaska. The Canadian ships also go
from Seattle to Vancouver and Victoria on the way to points
in southeastern Alaska. They are in competition with our
ships. I am reliably informed that their Government taxes
them 1 per cent. If we put this tax of 8§ per cent on our ships,
it will give the Canadian line an advantage of T per cent.
This amendment is designed to meet a situation just like that.

Mr. SMOOT. Let me call the attention of the Senator to the
provision of the bill on page 138. I did not really understand
it when the Senator presented the case to me a little while ago.
It seems to me that if the Canadian ship started from a point
in the United States it would be taxed under the provision of
the bill as it stands.

Mr. JONES of Washington. But this is what they do: They
sell a loeal ticket between Seattle and Vancouver, then a ticket
from Vancouver on to a point in Alaska.

Mr. FLETCHER. May I ask the Senator if the Canadian
Government does not tax more than 1 per cent?

Mr. JONES of Washington. All I know is what information
I have, which is as reliable as I can get, and they claim that
a tax corresponding to this is just 1 per cent. I thought if it
went into conference the conferees could look into the situation
a little more carefully than I have had an opportunity to do
and take care of-it.

Mr. FLETCHER. It may be possible that there is only one
tax on that particular subject, but I do know that they place
a pretty severe tax on the income, ; ;

Mr. JONES of Washington. That is probably true; but I re-
ferred to the corresponding tax.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from Washington.

The amendment was agreed to.

The PRESIDING OFFICER. The bill is in Committee of
the Whole and open to amendment. If there be no further
amendment—— .

Mr. LA FOLLETTE. Mr, President, I desire to offer an
amendment in the nature of a substitute. I send to the Secre-
tary's desk the amendment and ask to have it read.

The PRESIDING OFFICER. The Senator from Wisconsin
submits an amendment by way of a substitute and requests that
it be read.

Mr. LA FOLLETTE. To save the time of the Senate, as the
amendment has been upon the desks of Senators and they have
had an opportunity to examine it, I will not ask to have it read
if it is printed in the Recorp. It would save some two hours or
more of the time of the Senate and advance the consideration
and eonclusion of the bill.

The PRESIDING OFFICER. Without objection, it is so or-
dered.

Mr. La ForrerTe's amendment was to strike out all after the
enacting clanse of the bill and to insert:

TiTLE 1.—GEXERAL DEFINITIONS,

Secriox 1. That when used in this act—

The term * person ' includes partnerships, corporations, and associa-
tions, as well as individuals;

The term * corporation” includes associations, joint-stock com-
panies, and insurance companies, as well as private corporations;

The term * domestic™ when applied to a corporation or partnership
means created or organized in the United States;

The term * foreign” when applied to a corgoralion or partnership
means created or organized outside the United States;

The term * United States™ when used In a geographical sense In-
cludes only the States, the Territories of Alaska and Hawall, and the
Distriet of Columbia ;

The term ** Secretary " means the Secretary of the Treasury ;

The term “ commissioner " means the Commissioner of Internal Rev-
enne

The term * collector " means collector of internal revenue;

The term *“ revenue act of 1916"™ means the act entitled “An act to
irsl‘(iré'gsa the revenue, and for other purposes,” approved September 8,

The term * revenue act of 1917 " means the act entitled “An act to
provide revenue to defray war expenses, and for other purposes,” ap-
proved October 3, 1917,

The term “ taxpayer” includes any person, trust, or ecstate subject
to a tax imposed by this act;

The term * Government contract'™ means (a) a contract made with
the United States or with any department, bureau, officer, commission,
board, or agency under the United States and acting in its behalf, or
with any agency controlled by any of the above if the contract is for
the benefit of the United States, or (b) a subcontract made with a
contractor performinﬁ] such a contract if the products or services to
Iéc furnished under the subeontract are for the benefit of the United
States.

TiTuE II.—INXCOME TaAX.
Part I.—General provisions,
DEFINITIOXNS,

Sgc. 200. That when used in this title—

The ferm *‘taxable year' means the calendar year, or the fiscal
year ending doring such calendar year, upon the sis of which the
net income is computed under section 212 or section 232, The term
“ fiscal year " means an accounting ;l)_}-rlod of 12 months ending on the
last day of any month other than December. The first taxable lyear.
to be called the taxable year 1918, shall be the calendar year 1918 or
any fiscal year ending during the calendar year 1918;
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The term * fiduclary ' means a guardlan, trustee, executor, adminis-
trator, receiver, conservator, or any person acting In any fiduclary
m[mclty for any person, trust, or estate;

The term ** withholding ggent " means any person required to deduct
:ind 'I;vg_t_bhuld any tax under the provisions of section 221 or sec-

jon- 23T &

The term * dividend " means any distribution made by a corporation
out of its earnings or profits, acecrued since February 28, 1913, and
payable to its sharehnld?brs or members, whether in ecash or in other
property or in stoek of the corporation. Any distribution shall be
deemed to have been made from earnings or profits unless all earnings
and profits ve first been distributed. Any distribution made in the
year 1918 or subsequent years shall be deemed to have been made from
earnings or profits accrued since February 28, 1913; but any earnings
or fits accerued prior to Mareh 1, 1913, may be distributed in stock
dividends or otherwise, exempt from the tax, after the ea and
profits aeccrued since ii‘ebruary 28, 1913, have been distributed. If
pald in stock of the corporation, a dividend shall be considered income
to the amount of the earnings or profits distributed. Amounts dis-
tributed in the liguidation of & corporation eated as pay-
ments in exchange for stoek, and any gain eor profit realized thereby
shall be taxed to the distributee as other gains or profits.

BASIS FOR DETERMINIXG GAIN OR LOSS.

SEc., 201. That for the lgurpme of ascertaining the gain derived or
loss sustained from the sale or other disposition of property, real, per-
sonal, or mixed, the basis shall be—

(a) In the case of property acquired before March 1, 1913, the fair
market price or value of such property as of that date; and

(b) In the case of property acquired on or after that date, (1) the
cost thereof; or (2) the inventory value, if the inventory is made in
accordance with section 202.

INVENTORIES. !

BEC. 202. That whenever in the opinion of the commissioner the use
of inventories is necessary in order clearly to determine the income of
any taxpayer, inventories shall be taken by such taxpayer upon such
basis as the commissloner, with the approval of the Jecretary, may
approve or prescribe as most clearly reflecting the income of the taxpayer.

Part II.—Individuals.
NORMAL TAX.

' SEc. 210. That in lien of the taxes im; by subdivision (a) of see-
tlon 1 of the revenue act of 1016 and by section 1 of the revenue act of

1817 there shall be levied, eollected, and pald for each 2 Year upon
the net income of every individual a normal tax of 2 per cent of the
amount of the net income in excess of the credits provi in section 216.

SURTAX.

SEc. 211. That in lien of the taxes imposed by subdivision (b) of sec-
tion 1 of the revenue act of 1916 and by section 2 of the revenue act of
1917, but in addition to the normal tax im{Pwed by section 210 of this
act, there shall be levied, collected, and paid for each taxable year upon
Ehﬁ neit income of every individual a surtax equal to the sum of the

ollowing :
'd b pertgcent of the amount by which the net income exceeds $5,000 and
oes not ex ,500.
| 8 per cent of the amount by which the net income exceeds $7.500 and
does not exceed $10,000.
- 18 per cent of the amount by which the net income exceeds $10,000 and
- does not exeeed $15.000.
20 per cent of the amount by which the net income exceeds $15,000 and
does not exceed $20,000.

30 per cent of the amount by which the net income exceeds $20,000 and
does not exceed §25,000.

45 per cent of amount by which the net income exceeds $25,000 and
does not exceed £50,000.

57 per cent of the amount by which the net income exceeds $50,000 and
does not exceed $75,000.

70 per cent of the amount by which the net income exceeds $75,000 and
does not exceed $100,000. 3 2

75 per cent of the amount by which the net income exceeds $100,000
and does not exceed $200,000.

76 per cent of the amount by which the net income exceeds $200,000
and does not exceed $300,000.

77 per cent of the amount by which the net income exceeds $300,000
and does not exceed $500,000.

78 per cent of the amount by which the net income exceeds $500,000.

NET INCOME DEFINED.

Sgc. 212, (a) That in the ease of an individual the term * net in-
come " means the gross income as defined in seetion 213, less the deduc-
tions allowed by section 214,

(b) The net income shall be computed upon the basis of the tax-
payer's annual aecounting period (fiscal year or calendar year, as the
case may be) in accordance with the method of accounting regularly
employed in keeping the books of such tax?ayer; but if no such method
of accounting has been so employed, or if it does not clearly reflect the
income, the computation sh made upon such basis and in such
manner as in the opinion of the commissioner does clearly reflect the
income. If the taxpayer’s annual accounting period is other than a
tiscal year as defined in section 200, or @ tnxinyer S no annma
accounting period or does not keep books, the net incame shall be com-
puted on the basis of the calendar year.

If a taxpayer changes his accounting period from fiscal year to cal-
endar year, from calendar year to fiscal year, or from one fiscal year to
another, the net income shall, with the approval of the commissioner,
be computed on the basis of such new accounting peried, subject to the
provisions of section 226.

GROSS INCOME DEFIXED.

Sec. 218. That for the purposes of this title (except as otherwise
provided in section 233) the term * gross ineome "—

(n) Includes gains, profits, and income derived from salaries, wages,
or compensation for persomal service (including in the case of the
President of the United States, the judges of the Supreme and inferior
courts of the United States, and all other officers and employees,
whether elected or appointed, of the United States, or of any State,
Alaska, Hawaii, or any political subdivision thereof, or the District of
Columbla, the compensa received as sueh), of whatever kind and in
whatever form d, or from professions, vocations, trades, busi .
commeree, or sales, or dealings in property, whether real or personal,
growing out of the ownership or use of or interest in such property;
also from interest, rent, dividends, securities, or the transaction of any
business carried on for gain or profit, or gains or profits derived from

The amount of all such items shall be included
in the gross e for the taxable year in which received by the tax-
?‘l: eg.t ‘;:Elclffs' uznltliéer methodg of accounting pell;mnted ulmler subdivision
*ction 212, any such amounts are to be properly a
as (of a dirterenttipec}'!o&i ;t?:utt Tt R MG, D,
not include the follow items, which
tu(alt)jon B N ‘“;‘fu : 4 ; :v shall be exempt from
The proceeds o e insuran
the{;f‘gl;ﬂ? : ; urance policies paid upon the death of
‘he amount received by the insured as a return of premium eor
premiums paid by him under life insurance, endowment, por annuity
contracts, either during the term or at the maturity of the term men-
tioned in the contract or upon surrender of the contract:
(3) The value of property acquired by ﬁft bequest, devise, or
i]:g&net !but the income from such property s all be included in gross
»
(4) Interest upon (a) the obligations of a State, Territo or a
Dollt?cal subdivision thereof, or the Distriet of Columbia, r{s’sue«] noi
or prior to the date of the passage of this act, or (if authorized by
law on or prior to the date of the passage of this act) issued within
six months after the passage of this act and containing a statement of
such authorization and its date, or (if issued after the assage of this
act) containing a statement that they are issued for Ehn of
funding or refunding any interest-bearing indebtedness outz&nmg on
the date of the passage of this act or for the purpose of carrying out
a contract entered into on or er to the date %?the passage ofthis
act: Provided, That there shall be excluded from gross income in the
case of any person owning obligatlons of States, Territories, political |
subdivisions thereof, or the District of Columbia (the interest upon

any seurce whatever.
incom

( which is included in gross income), the interest upon an amount of

such obligations the principal of which does not exceed in the a
gate $5, ; or (b) securities issnmed under the provisions of the Fed-
eral farm-loan act of July 17, 1816; or (e) the obligations of the

United States or its possessions. In the ease of obligations of the
United States issued after September 1, 1917, the interest shall be
exempt only if and to the extent provided in the act antherizing the
issue thereof as amended and supplemented, and shall be excluded from
gross income only if and to the extent it is wholly exempt from tax-
ation beth under this title and under Title III;

(5) The ineome of foreign governments received from investments
in the United States in stocks, bonds, or other domestic securities,
owned by such f government, or from interest on deposits in
banks in the United States of momneys belonging to such foreign gov-
ernments, or from any other source within the Unlted States;

(6) Amounts received, through accldent or health insurance or under

workmen’s muﬁensatton acts, as compensation for personal es or
sickness, plus the amount of any damages received whether by suit or
agreement on account of such injuries or sickness;

(7) Income derived from any publie utility or the exercise of any
essentlal governmental function and ace g to Btate, Territory,
or the Distriet of Columbia, or political subdi of a State or
Tetrltur&or income aceruing to the government of any possession of
the Uni Stnbeséor am tieal subdivision thereof.

Whenever an tate, tory, er the District of Columbia, or A
olitical nubdhixlon of a Btate or Territq‘:'_f prior to September
916, entered in good faith into a contract th any on, the ob]ec£

and purpose of which is to acquire, construct, operate, or maintain a
P ncﬁlﬁlﬂ ty, no tax shall be levied under the provisions of this title

upo: income derived from the operation of such public utility, so
far as the payment thereof will impose a loss or bll:rden npuntymch
Btate, Terri % this

District of Columbia, or political subdivision ; but
intended to confer upon such {lfrson any financial ga
OF ex tion or to relieve such tg:.mon from the payment of a tax as
provided for in this title upon part or portion of such income to
which such person is entitled under such contract:

(8) The amount recelved by a person in the military or naval forces
of the United States as salary or compensation in any form from the
United States for active services in such forces.

(e} In the case of nonresident aliem individualg, gross income in-
cludes o the gross income from sources within the United States,
including interest on bonds, notes, or other interest-bearing obligations
of residents, corporate or otherwise, and including dividends from
resident corporations,

provision is no

DEDUCTIONS ALLOWED.

Brc. 214. (a) That in computing net income there shall be allowed
as deduections—

(1) All the ordinary and necessary egenses paid or incurred during
the taxable year in carrying on any trade or business, including a rea-
sonable allowance for salaries or other cumpemmtian for .personal
services actually rendered, and including rentals or other payments
required to be made as a eondition to the continued use or pessession
of property, for purpoges of the trade or business, of pmperH to which
the taﬁlﬁyu has pot taken or is not taking title or In which he has

no H
(33 interest paid or accrued within the taxable year on indebt-
edness, except on indebtedness incur or continued to purchase or
carry obligations or securities (other than obligations of the United
States issued after September 24, 1917), the interest upon which is
wholly exempt from taxation under this title as income to the tax-
payer, or, in the case of a nonresident alien individual, the proportion
of such interest which the amount of gross income from sources
within the United States bears to the amount of his gross income from
all sources within and without the United States;

(8) Taxes paid or accrued within the taxable year imposed (a) by the
authority of the United States, excePt ineome, war profits, and cxcess-
profits taxes; or (b) by the authority of any of its possessions, except
the amount of income, war profits, and excess-profits es allowed as a
credit under section 222 : or (c¢) by the authority of any State or Ter-
ritory, or any county, school district, muniei ty, or other taxing sub-
dlvisron of any State or Territory, not including those assessed against
local benefits of a kind tending to increase the value of the property
a : or (d) in the case of a citizen or resident of the United
States, by the authority eof any foreign country, except the amount of
income, war-profits, and excess-profits taxes allowed as a credit under
section 222 : or (e) in the case of a nonresident alien individual, by the
authority of any foreign country (except Income, war-profits, and excess-

fits taxes, and taxes ass local benefits of a kind tendin
?:Dincrme the value of the property assessed), upon property or bus
ness, to the extent that the income from such property or business is sub-
jeet to taxation under this title;

(4) Losses sustained and charged off during the taxable year and not
compensated for by insurance or otherwise, if incurred in trade or busi-
ness;
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(%) Losses sustained during the taxable year and not compensated for
by }nsura.nce or otherwise, if incurred in any transaction entered into
for profit, h not connected with the trade or business ; but in the
‘case of a nonreﬁrlent alien indlyidual only as te such transactions within
‘the United States;

6) Losses sustained dur the taxable year of property not connected
with the trade or buslness (but in the ease of a nonreside.nt alien indi-
property within the United Btatea} if arising from fires,

storms, pwrect.m or other camsmjt or from theft. and if not com-

sated for b urance or o
::?1’) Debts uce.rmm:d to be nmmm and charged off within the tax-

© year;

(8) A reasonable allowance for the exhaustion, wear and tear of
ek ndividual only av io pre e e the Dald Bt

1en1n vidual only as to pro ¥ '3 H

the case of buildings, mehinery. equipment, or other faeilities,
cmmtructed erected, gulmd on or after April 6, 1917,
for the productiun of articles con to the prosecution "of the
present war, there may be allowed 2 reasonable deduction for the
amortization of sucl: pn.rl: of the cost of such facili as has been
borne by the taxpa but not again including mounts o
allowed under this tit le for depreciation, exhaustion, or wear and tear.
At any time within three years after the termination of the present war
with the Imperial German Government as declared by proclamation of
the President, the commissioner may, and at the request of the tax-
payer shall, reexamine the return, and if he then finds as a result of an
appraisal or from other evidence that the deduction originally allowed
Incorreet. the necessary adjustment of the taxes for the year or
mrs affected shall be mnde and the amount of tax due n such re-
adjustment, if any, shall be paid upon notice and deman the ml-
lector, or the amount of tax overpaid, if any, shall be crem oT_re-
funded to the taxpayer in accordanee with the provisions of scetion 252,
In ihe case of a nonresident alien individ this deductlon shall be
allowed only as to facilities within the United Btnhes In no case shall
the deduoetion allowed er this paragra ?h 25 cent of the
tax s net income as computed without the beneﬂ this paragraph
or paragraph (11) ;

(10) (a) In the case of oil and gas wells a reasonable allowance for
nctua] reduction in flow and production to be ascertained not hy the
flush flow, but by the settled preoduction or :ﬁm g:)
case of mines a reasonable allowance for depl case 5,
'mines, oll and gu well other natural d i a. reasonable
nllowlnee or mpmvmaum amch mm.ahle allowance
in all the made aecording fo the pmllu eonditions in
each case nnd under ru]eu and mgnlntlons tn be preseri ty
missioner with the approval of the Becre Lnthecaseo leases t.he
deductions allowed by this paragraph s 1 be equitnbly ap oned
between the lessor lmi lessee. In the case of n nonresident alien indi-
vidual deductions under this mmgraph shall be allowed only as to prop-
erty within the United States

(11) Contributions or gifts ‘made within the taxable {: r to corpora-
tions organized and operated exclusively for re]lg‘lous, arilahl gcien-
tific, or educational pu or lor the prevention of cruel dren
or :m!mxls no part of the net ea of which inures to

rivate stockholder or indlrldluf or to the specinl fund for veca-
ﬂona rehabilitation authorized by section 7 of the vocational rehabilita-
tlon act, to an amount not in excess of 15 [tmr cent of the taxpayer's net
income as computed without the benefit paragra Such
Tulos and secuiatias Deeactibed by the astuctiond oni) 'm‘“m“‘:‘; paes
rules ONS pPrescr y the pro’
of the Secretary. pthe case of a mnonresident aﬂen individual this
deduction mn be allo'wed n:n.lg as to contributions or gifts made to
domestie corporatlom. or tu such vocational rehabilitation fund.

(b) In the case ent alien individual the deductions
aﬂnmad in paramphsmsn (4), (7), (8), (9), and (10) of subdivision
(a) shall be allowed xtent that :cg are connected

with a trade or bmlnen urded on within the United Btates; and the

apportionment and allocation of the deductions with respect teo
%‘Er business within and without the United States shall be deter-
mined under rules and reg;tluns prescribed by the commissioner with
the approval of the

b ITEMS XOT DEDUCTIEBLE.

Bec. 215. That In computing net income mo deduction sball in any
mne be allowed in respect of—

} Personal, living, or family expenses

amount pald out for new bu.udin or for Po_rmuent im-

or betterments made to increase \'ulne of any property

¢+ {e¢) Any amount expended In restoring property or in mklng goor,‘l
the exhaustion thereof for which an ullowance is or has been made; or

Premlums pald on any life insarance vering the life of
any officer or employee, or of any person financially interested in any
‘trade or business ca on by the t
‘anyone financially interested in such t
‘under such policy.

u CREDITS ALLOWED.,
! 8gec. 216. That for the purpose of the normal tax only there shall be
; flowing credits:

nllawed the
as dividends from a corporation which is

pmvemen
or cstate;

yer, when the taxpayer or
e or business is a bencficialy

fo
(a) The amount received
tuahle under this title upon its net Income;
| 1bh) The amount received as interest upon obligations of the United

Btat any Sta tory, olitical subdivision thereof, or ihe
tI;lstﬁ?Et o Cul&bin, which sﬁwin%mdad In gross income under sec-
on 21

| {e) In the case or a slng!e a personal exmpﬁon of SLOOO
or in the case of the head o fl.mﬂy or A married rln%

‘nualmnd or wife, a lIRet’i:m:lml exem tion of §2,000. A hu.nband wife
llviltafst together sh reCeit\'emhu one maml exemption of £2,000
aga eir aggregate ne Ccome; an case make te
returns, the personal exemption of $2,000 may mtmen by eltg
divided between them ;

| {d) Two hundred dollars for each lﬁemonﬂ(other than husband or

|Dayer, i such dependent person 1. under 18 years of age or is in-
yer, U T person under of or

._g:pabie of self-support because men or eally dzt‘e“ciiva.

(e he ease of a nonresident allen in ridualwhoinldﬂm
\oT 8su a country which i.m an income e credits allowed

NONRESIDENT ALIENS—ALLOWANCE OF DEDUCTIONS AND CREDITS.

Src. 217. That a nonresident allen individual shall receive the benefit
of the deductions and eredits allowed in this title only by filing or
mnslnf to be filed with the collector a troe nnd nccurlte return of his
total income recelved from all sources corpora r otherwise in the
United States, in the manner preseribed by this tlt]e. including therein
a.ll the information which the commlssioner may deem necessary for

the caleulation of such deductions and : Provided, That the benefit
of the eredits allowed in subdivisions (¢) and (d) of section 218 may,
in the discretion of the commissioner, and exeept as otherwise p de&
in subdivision (e) of that section, be received by filing a claim therﬁor
with the withhold! e?f agent. In case of fallure to file o return, the
colleetor shall eoll the tax on such income, and all riy beiong
ing to such nonresident allen individual shall be Ha to distraint
for the tax.

PARTXERS,

8ec. 218. (a) That individuals carrying on business in partnership
shall be llable for income tax only in their individual capaclty, There
shall be included in computing the net income of each partner his dis-
tributive share, whether distributed or not, of the net income of the
partoership for the taxable m or, if his net income for such tnnh!.er
year s mmputed n the of a perlod different from that u
the basis of which the net income of the partnership is computed, the
his distributive share of the net income of the partnership for the ilu:t
annnal accoun period of the partnership prior to the close of the
fiscal or calendar year upon the basis of which the partner's net income

is eomputed.

The partoer shall, for the pu of the normal tax, be allowed as
emﬁlts. in addition to the credits allowed to him under sectiom 2186,
his proportionate share of such amounts s ed In subdivisions (a),
and (b} of section 216 as are received by the partnership.

(b) If a fiscal year ot artnership ends during a mlends,r year
for which the rates of tax er from those for the preceding calendar
{ear, then (1) the rates far such preceding mlem:lar year apply
0o an amount of each er's share of such partnership net income
equal to the proportion which the part of such fiscal year falling within
such calendar year bears to the tull fiscal year, and !Sm) the rates for
the ﬁlmd&r year during which such fiseal year ends 11 apply to the
remainder,

E ) In the case of an individual member of a partnership which
es return for a fiseal ;ear beginping in 1917 and ending 1918,
his proportionate share of any excess-profits tax imposed upon the

partnership under the revenme act of 1917 with respect to that part of
sueh fiscal year falllng in 1917 shall, tor the purpose of determ

the tax im this title, be credited st that portion of the net
ineome embraced in his personal xvetnrn r the taxable year 1918 to
which the rates for 1917 apply.

{d) The net income of twrmmhi}: shall be ecomputed in the same
manner and on the same ded in section 212, except that
the deduction provided In paragraph (11) of subdivision (a) of section
214 shall not be allowed.

ESTATES AND TRUSTS.

Bec. 219, fa) That the tax imposed by sections 210 and 211 shall

apgud ltl:s the income of estates or of any kind of property held in trust,
naing—

(1) Iucome received estates of deceased sons during the lod

administration or sel“IT t of the estate; i = i

{2 Income ammu.latsd tmst for the benefit of unbern or unas-
certained persons or persons with contingent interests;

(é) %nmme held for future distrlbution under the terms of the will
or Uust §

(4) Income which is to be distributed to the beneficlaries periodically,
whether or net at regular intervals.

b) The fiduciary shall be responsible for making the return of in-
come for the estate or trust for which he acts. The net income of the
estate or trust shall be computed in the samu manner .lnd on the smo
basls as prmrldcd in section 212: and | (43
subdivision (a) of this section the ﬂdncinry nh.nll inc.luf]e ﬁlm &e return
a statement of each beneficiary’s distributive share of such net in-
come, whether or not dlatrummi‘ befere the close of the taxable year for

which the return is made.
(e) In cases under ragraph (1), (2), er (3) of subdivision (a)
the tax shall be im upon the net income of the estate or trust and
shall be paid by the fiducia In such cases ihe estate or trust shall,
for the purpose of the nonna.l m:. be sllowad the same credits as are
a.uo'w-n-:t to single persons under section 210.

o} cases under paragraph (4) or subaivis‘lon a) the tax shall
not be pald by the ﬂdndary, but there shall be ineclu in computing
the net income of each beneficiary his distributive share, whether dis-
tributed or not, of t‘he net Income of the estate or trust for the taxable
zenr or, if his net Income for such taxable year is computed upon thu

of a od different from that u the of which the n
income of estate or trust is computed, then his distributive nh.nre
of the net income of the estate or trust for the last annual accounting
period of such estate or trust prior to the close of the fiscal or calendar
mom the haa:l.s of which such beneficlary’s net income is computed.

cases shall, for the purpose of the no tax,
be allowed as tred.it- in addition to the credits allowed to him under
section 216, his Emgorﬂm,be share of such amounts specified in sub-
g&om (a) and (b) of sectlon 216 as are received by the estate or

UNDISTRIBUTED PROFITS SUBJECT TO SURTAX.

Sec. 220, That for the purpose of the surtax, the net income of any
individual ineludes the share to which he would be entitled of the gains
and profits, if dhidad or distributed, whether divided or distributed
or not, of all corporations, however created or organized, formed or
fraudu en t{ availed of for the purpose of preventing the lmposluon of
such tax through the medinm of permjtungdsuch gains and profits to
accumulate instead of being divided or distributed; and the fact that
any such corporation is a mere holding company, or that the gains and

fits are permltted to accumulate beyond the reasonable needs of the

shall be prima facle evidence of a fraudulent purpose to escape
such tax; but the fact that the gains and profits are in any case per-
mitted to accumulate and become surplus ghall not be construed as evi-
dence of a purpose to escape the tax in such case unless the Secretary
certifies that in his oxllnion such accnmulation is unreasonable for the
purposes of the business. When requested by the commissioner, eor
ration shall forward to him a correct state-
gains a profits and the names nnd addresses of the
individuals or sharcholders who would be entitled to the same if
divided or distributed, and of the amounts that wonld be payable to each,
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PAYMEXT OF TAX AT SOURCE.

SeEc. 221. (a) That all individuals, corporations, and partnerships,
in whatever capacity acting, including lessees or mortgagors of real or
personal property, filuclaries, employers, and all officers and employees
of the United States, having the control, receipt, custody, disposal, or
payment, of interest, rent, salaries, wages, premiums, annuities, com-
pensations, remunerations, emoluments, or other fixed or determinable
annual or periodical gaine, profits, and income, of any nonresident
alien individual (other than income recelved as dividends from a
corporation which is taxable under this title upon its net income) shall
(except in the eases provided for in subdivision (b) and except as
otherwise _Provi-.ted in regulations prescribed by the commissioner under
section 217) deduet and withhold from such annual or perfodical gains,
profits, and income a tax equal to 12 per cent thereof.

(b) In any case where bonds, mortgages, or deeds of trust, or other
similar obligations of a corporation contain a contract or provision by
which the obligor agrees to pay any portion of the tax imposed h{y this
title upon the obligee, or to reimburse the obligee for any portion of
the tax, or to pay the interest without deduction for any tax which
the obligor may be required or %ermitted to pa{l thereon or to retain
therefrom under any law of the United States, the obligor shall deduct
and withhold a tax equal to 2 per cent of the interest upon such bonds,
mortgages, deeds of trust, or other obligations, whether such Interest is
payable annually or at shorter or longer perlods and whether payable
to a nonresident allen individual or to an individual ecltizen or resl-
dent of the United States, Such deduction and withholding shall not
be required in the case of a citizen or resident entitled to recelve such
interest, If he files with the withholding agent on or before February 1
a sr!g’ne('l notice in writing claiming the benefit of the credits provided
in subdivisions (c) and (d) of section 216; nor in the case of a non-
resident alien individual if so provided for in regulations prescribed by
the commissioner under section 217.

(c) Every individual, corporation, or partnership required to deduct
and withhold any tax under this sectionm shall make return thereof on
or before March 1 of each year and shall on or before June 15 pay
the tax to the officlal of the Unlted States Government authoriz to
receive it. Every such individual, corporation, or partnership is hereby
made liable for such tax and is hereby indemnified against the claims
and demands of any individual, corporation, or gartnership_ for the
amount of any payments made in accordance with the provisions of
this section,

(d) Income upon which any tax is required to be withheld at the
scurce nnder this section shall be included in the return of the reciplent
of such income, but any amount of tax so withheld shall be credited
agninst the amount of income tax as computed in such return.

(e) If any tax required under this section to be deducted and with-
held is paid by the recipient of the income, it shall not be re-collected
from the withholding agent: nor in cases in which the tax is so paild
shall any penalty be imposed or collected from the recipient of the in-
come or the withholding agent for fallure to return or pay the same,
unless such fallure was fraudulent and for the purpose of evading
payment.

CREDIT FOR FOREIGX TAXES.

Sec. 222, (a) That in the case of a cltizen of the United States, the
tax computed under this title shall be eredited with the amount of any
income, war-profits and excess-profits taxes paid during the taxable
vyear to any foreign country, I'orto Rico, or the Philippine Islands, upon
income derived from sources therein, including in the case of a member
of a partnership or a Leneficiary of an estate or trust his proportionate
share of such taxes so pald during the taxable year by the partnership
or by the estate or trust.

(b} In the case of an alien resident of the United States who is a
citizen or subject of a country which imposes income, war-profits or
excess-profits taxes, a like credit shall be allowed if such muutriv]
nllcm;s a similar credit to citizens of the United States residing in suc
country.

{e) The credits allowed in subdivisions (a) and (b) shall be allowed
enly if the taxpayer furnishes evidence satisfactory to the commis-
sioner showing the amount of income received from sources within
such foreign country, Porto Rico, or the Philippine I1slands, as the case
may be, and all other information necessary for the computation of
such credits,

INDIVIDUAL RETURXS,

Bec. 223. That every person having a net income for the taxable
year of $1,000 or over if single or if married and not living with hus-
band or wife, or of $2,000 or over if married and living with husband
or wife, shall make under oath a return stating specifically the items
of his gross income and the deductions and credits allowed by this title.
1f a husband and wife living together have an aggregate net income of
$2.000 or over, cach shall make such a return unless the income of each
is included in a single joint return.

If the taxpayer is unable to make his own return, the return shall
be made bf a duly authorized agent or by the guardian or other person
charged with the care of the person or property of such taxpayer.

PARTNERSHIP RETURNS,

Sec. 224, That every partnership shall make a return for each iax-
able year, stating specifically the items of its gross income and the de-
ductions allowed by this title, and shall include in the return the
names and addresses of the individuals who would be entitled to share
in the net income if distributed and the amount of the distributive
share of each individual, The return shall be sworn to by any one of
the partners,

FIDUCIARY RETURXS.

8Ec. 225. That every fiduclary (except recelvers stquted by an-
thority of Jaw in possession of part only of th?ﬂproper ¥ of an individ-
ual) shall make under oath a return for the individual, estate, or trust
for which he acts (1) if the net income of such individua %
over if single or if married and not uvin,ghwlth or
$2,000 or over if married and living with huosband or wife, or {2} if
the net income of such estate or trust is §1,000 or over or if any bene-
ficlary of such estate or trust is n nonresident allen, stating speciﬂcal]g
the items of the gross income and the deductions and credits allowe
Ly this title. TUnder such regulations as the commissioner with the
approval of the Becretary may prescribe, a return made by one of two
or more joint fiduclaries and filed in the district where such fiduciary
resides shall be a sufficient compliance with the above req ent. - The
fiduelary shall make oath that he has sufficient knowledge of the affairs
of such individual, estate, or trust to enable him to make the retu.rra
and thtat the same is, to the best of his knowledge and bellef, true an
correct.

Fidueiaries required to make returns under this act shall be subject
to all the provisions of this act which apply to Individuals.

RETURNS WHEN ACCOUNTING PERIOD CHAXNGED,

SEC. 226. That if a taxpayer, with the approval of the commissioner,
changes the basis of computing net income from fiscal year to calendar
year a separate return shall be made for the period between the close
of the last fiscal Eear for which return was made and the following
December 31. 1If the change is from calendar year to fiscal year, a sepa-
rate return shall be made for the period between the close of t{e last calen-
dar year for which return was made and the date designated as the close of
the fiscal year. If the change is from one fiscal year to another fiscal
year, a separate return shall be made for the od between the close
of the former fiscal year and the date designated as the close of the new
fiscal year. If a taxpayer making his firet return for income tax keeps
his accounts on the basis of a fiscal year, he shall make a separate re-
turn for the period between the ing of the calendar year in which
suﬁh ﬂsﬁnl eg:lr en](]ls and the (;ﬁd O gulch fiscal c‘lair'be

n all o e above cases the net Income s computed on the
basis of such period for which separate return is made, and the tax shall
be paid thereon at the rate for the calendar year in which such lod
is Included ; and the credits provided in subdivisions (c;. and (d) of
section 216 shall be reduced, resipectively. to amounts which bear the
same ratio to the full eredits provided in such subdivisions as the number
of months in sach period bears to 12 months.

TIME AND PLACE FOR FILING RETURNS, ¢

Sgc. 227. (a) That returns shall be made on or before the 15th day
of the third month following the close of the fiscal year; or, if the re-
turn is made on the basis of the calendar year, then the return shall
be made on or before the 15th day of Margh. he commissioner may

nt a reasonable extension of time for filling returns whenever, in his
gﬁgment. food canse exists, and shall keep a record of every such exten-
slon and the reason therefor. Except in the case of taxpayers who are
abroad, no such extension shall be for more than two months.,

(b) turns shall be made to the collector for the district in which is
located the legal residence or prInc!i)sl flace of business of the person
making the return; or, if he has no legal resldence or principal place of
business in the United States, then to the collector at Baltimore, Md.

. UNDERSTATEMENT IN RETURNS.

BEC. 228, That if the collector or deputy collector has reason to be-
lieve that the amount of any income returned is understated, he shall
give due notice to the taxpayer making the return to show cause why
the amount of the return should not increased, and upon proof of
the amount understated, may increase the same accordingly. Such tax-
payer may furnish sworn testimony to prove any relevant facts and if
dissatisfied with the decislon of the collector may appeal to the com-
missioner for his decislon, under such rules of procedure as may be
preseribed by the commissioner, with the approval of the Secretary.

Part I1I.—Corporations. o )

TAX ON CORFPORATIONS.

Sgc. 230, That, in lieu of the taxes imposed by section 10 of the
revenue act of 1616, as amended by the revenue act of 1917, and b
section 4 of the revenue act of 1917, there shall be levled, collected, an
paid for each taxable year upon the net income of every corporatfon a
tax, as follows:

{a) In the case of a domestic corporation 18 per cent of the amount
of the net income in excess of the credits provided in section 236: Pro-
vided, That the rate shall be 12 per cent upon so much of this amount as
does not exceed the sum of (1) the amount of dividends paid during the
taxable year, plus (2) the amount paid during the taxable year out of
earnings or profits in discharge of bonds and other interest-bearing
obligations outstanding prior to the beginning of the tazable year, plus
(3) the amount paid during the taxable year in the purchase of ob ga-
tions of the United States issued after September 1, 1918 ; and

{b) In the case of a forelgn corporation 18 per cent of the amount
of the net income in excess of the credits provided in section 236: Pro-
vided, That the rate shall be 12 per cent upon so much of this amount
as does not excced the sum of (1) the amount of dividends paid during
the taxable year to citizens or residents of the United States or to domes-
tic corporations or partmerships, plus (2) the same proportion of the
amount paid during the taxable year out of earnings or profits in dis-
charge of bonds or other interest-bearing obligations outstanding at the
begi un[nf of the taxable year which the amount of gross income of the
corporation from sources within the United States bears to the amount
of its gross income from all sources within and without the United States,
plus (3) the amount paid during the taxable year in the purchase of
obligations of the United States i 1 after September 1, 1918,

CONDITIONAL AND OTIIER EXEMPTIONS.

SEc. 231. That the following organizations shall be exempt from taxa-
tion under this title—

{ Labor, agricultaral, or horticultural organizations;

ha2 Mutual savings banks not having a capital stock represented by
8 res ;

(3) Fraternal beneficlary socicties, orders, or associations, (a) oper-
ating under the lodge system or for the exclusive benefit of the members
of a fraternity itself operating under the lodge system, and (b) provid-
ing for the payment of life, sick, accldent, or other benefits to the mem-
bers of such society, order, or association or their degendents =

(4) Domestic building and loan associations and cooperative banks
without capital stock organized and operated for mutual purposes and
without profit;

(56) Cemetery companies owned and operated exclusively for the bene-
fit of their members ;

(6) Corporations organized and operated exclusively for religions,
charitable, scientific, or educational pu 8, no part of the net earn-
11} (lbt which inures to the benefit of any private stockholder or indi-
vidual ;

(7) Business leagne% chambers of commeree, or boards of trade, not
organized for profit and no part of the net earnings of which inures to
the benefit of any private stockholder or individual ;

(8) Civic leagues or organizations not organized for profit but oper-
ated exclusively for the promotion of social welfare ;

9) Clubs organized and operated excluulvel& for Elmure. recreation,
and other able P no part of the net earnings of which
inures to the benefit of any private stockholder or member ;

(10) Farmers' or other mutual hail, cyclone, or fire insurance com-

nies, mutual ditch or irrigation companies, mutual or cooperative
f:lephone companies, or like or zations of a purely local character,
the income of which consists solely of assessments, dues, and fees col-
lected from members for the sole purpose of meeting expenses;
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(11) Farmers'. fruit growers’, or like associations, organized and op-
erated as sales agents for the purpose of marketing the products of
members and turning back te them the proceeds of sales, less the neces-
snryhselling expenses, on the basis of the quantity of produce furnished
by them ;

,(12) éorpomtlcua organized for the exclusive pl;msa of holding
title to property, collecting income therefrom, and tu g over the en-
tire amount thereof, less expenses, to an organization which itseclf is
exempt from the tax impo: by this title;

(13) Federal land banks and national fgrm-loan assoclations s pro-
wided in section 26 of the act approved July 17, 1916, entitled “An act
to provide capital for agricultural development, to ereate standard forms
of investment based upon farm mortgage, to equalize rates of interest
upon farm loans, to furnish a market for United States bonds, to create

 Government deponit_nrles and financial agents for the United Rtates, and
'for other purposes™ ;
2 (14) Jo|;ut—stoek land banks as to income derived from bonds or de-
 bentures of other joint-stock land banks or any Federal land bank be-
'longing to such joint-stock land bank.

NET IXCOME DEFINED.

Sec. 232. That In the case of a corporation the term * net income ™
‘means the gross income as defined in section 253 less the deductions
lallowed by section 234, and the net income ghall be computed on the
|same basis as is provided in subdivision (b) of section 212 or in section
220.

GROSS INCOME DEFINED.

Src. 233. (a) That in the case of a corporation the term *“ gross in-
come " means the gross income as defined in section 213, except that—

(1) In the case of life insurance companies there shall not be in-
cluded in gross income such portion of any actual premium recelved
from any individual policyholder within the taxable year as is paid
back or credited to or ttmtt;?d as an abatement of premium of such

licyholder within the taxable year.
""{8 Mutual marine insurance companics shall include in gross in-
come the gross premiums collected and received by them less amounts
paid for reinsurance.

{b) In the ease of a forelgn corporation gross income includes only
the gross income from sources within the United States, Including the
interest on bonds, notes, or other interest-hearing obligations of resi-
dents, corporale or otherwise, and including dividends from resident
corporations,

DEDUCTIONS ALLOWED.

S8Ec. 234. (a) That in computing the net income of a corporation
subject to the tax imposed by section 230, there shall be allowed as

uetions :
det}” All the ordinary and necessary expenses paid or incurred during
the taxable year in carrying on any trade or business, including a rea-
sonahble allowance for es or other compensation for personal serv-
fces actually rendered, and including renials or other payments re-
quired to be made as a condition to the continued use or possession of

rty to which the co‘ll?omuon has not taken or is not taking title,
or !n which it has no equity ;

(2) All interest paid or accrued within the taxable year on its in-
debtedness, or, in the case of a foreign corporation, the proportion of
such inte id which the amount of Its gross income from sources
within the United States s to the amount of its gross income from
all sources within and without the United States;

{3) Taxes pald or accrued within the taxable year imposed (a) by
the authority of the United States, except income, war-profits and ex-
cess-profits taxes; or (b) by the anthority of any of its possessiomns,
except the amount of income, war-profits and excess-profits taxes al-
lowed as a credit under section 238; or (¢) by the authority of any
State or Territory, or any county, school district, muniecipality, or
other taxing subdivision of any SBtate or Territory, not inclum ose
assessed against local benefits; or (d) in the case of a domestic cor-
poration, by the authority of any foreign country, except the amount
of income, war-profits and excess-profits taxes allowed as a credit under
section 288 : Provided, That in the case of obligors specified in subdi-
wvision (b) of section 221 no deduction for the payment of the tax
imposed by this title or any other tax paid pursuant to the contract or
provision referred to in that subdivision shall be allowed ;

(4) Losses sustained and during the taxable year and not
compensated for by insurance or otherwise;
¢ g:il}l Debts ascertained to be worthless and charged off within the
axable year; ]

(€ A{mmmts received as dividends from a corporation which is
taxalde under this title upon its net income ;

(T) A reasonable allownnee for the exhaustion or wear and tear of
property used in the trade or business, but in the case of a foreign
corporation only as to property within the United States;

B) In the case of bulldings, machinery, equipment, or other facili-
ties, constructed, , installed, or acquired, on or after April ¢
1917, for the production of articles contributing to the prosecution o
the present war, t may be allowed a reasonable deduction for the
amortization of such part of the cost of such facilities as has been borne
by the uxga{eer but not again including amounts otherwise allowed
under this title for depreciation, exhaustion, or wear and tear. At an

years after the termination of the present war wi
German Government as declared by proclamation of the
President, the commissioner n;%y. and at the request of the taxpayer
shall, reexamine the return, and if he then finds as a result of an ap-
praisal or from other evidence that the deduction originally allowed
was incorrect, the necessary adjustment of the taxes for the r or
iears affected shall be made and the amount of tax due upon such read-
ustment, if any, shall be paid notice and demand by the ecollector,
or the amount of tax overpald, if any, shall be credited or refunded to

taxpayer in ce Wl the pr ons of section 252. In the
case of a nonresident alien individual this deduction shall be allowed
only as to facilities within the United States. In no case shall the
deduction allowed under this paragraph exceed 25 per cent of the
taxpayer's net income as computed without the benefit of this para-

sraph ;

(g) (a) In the case of oil and gns wells a reasonable allowance for
actual reduetion in flow and production to be ascertained not by the
flush flow but by the settled production or regular flow; (b) in the ecase
of mines a reasonable allowance for depletion; (c) in the case of mines,
oil and gas wells, other natural deposits and timber, a reasonable
allowance for depreciation of Improvements; such reasonable allow-
ance in all the above cases to be made accordlni to the peculiar con-
ditions in each case and under rules and regulations to
by the commissioner with the approval of the Becretary.

In the case
of leases the deductions allow

by this paragraph shall be equitably

apportioned between the lessor and lessce. In the rase of a forei
corporation the deductions under this paragraph shall be allowed only
as to property within the United States;

(10) In the case of insurance companies, in addition to the above:
(a) The net addition required by law to be made within the taxable
year to reserve funds (including in the case of nssessment insurance
companies the actual deposit of sums with State or Territorial officers
pursnant to law as additions to guarantee or reserve funds) ; and (b)
the sums other than dividends paid within the taxable year on policy
and annuity contracts; i

11) In the case of corporations issuing policies covering life, health,
and accident insurance combined in one policy issued on the weekly
premium payment plan continuing for life and not subject to cancella-
tion, in addition to tha above, such portion of the net addition {not
required by law) made within the taxable year to reserve funds as
the commissioner finds to be required for the protection of the holders
of such Elicies only ;

(12) the case of mutual marine insurance companies, there shall
be allowed, in addition to the deductions allowed in paragraphs (1)
to (10), inclusive, amounts repaid to policyholders on account of

remiums previously paid by them, and interest paid upon such amounts
ween the ascertainment and the payment thereof ;

{13) In the case of mutual insurance companies (other than mutual
life or mutual marine insurance companies) requiring their members to
make premium d ts to provide for losses and expenses, there shall
be allowed, in addition to the deductions allowed ?aramghs (1)
to (10), inclusive, the amount of premium deposits returned to their
policyholders and the amount of Premlum deposits retained for the
payment of losses, ex?mnsea. and reinsurance reserves,

(h‘) In the case of a foreign corporation the deductions allowed in
subdivision (d), except those allowed in paragraphs (2) and (3), shall
be allowed only if and to the extent that they are connected with a
trade or business carried on within the United States; and the proper
apportionment and allocatlom of the deductions with respect to trade
or business within and without the United States shall be determined
under rules and regulations prescribed by the commissioner with the
approval of the Secretary.

ITEMS NOT DEDUGCTIBLE.

8gc. 235, That in computing pet income no deduction sball in any
case be allowed in respect of any of the items specified in section 215,
CREDITS ALLOWED.
SEc, 236, That there shall be allowed the following eredits :
(a) The amount received as interest upon obligations of the United
States, any State, Territory, any political subdivision thereof, or the
?k?m‘f:}'l? Columbia, which is included in gross income under sec-

M oebr |
{b) The amount of any war-profits or excess-profits taxes imposed by
act uof Congress for the same taxable year : vided, That in the case
of o cn:‘lporatlon which makes return for a flscal year beginning in 1917
and ending in 1018, the portion of the excess-profits tax s fied in
clause (1) of section 335 shall be credited against that portion of the
net income specified in clause (1) of section 239, and the portion of
the war-profits or excess-profits tax specified in clause (2) of section
835 shall be eredited n%st that portion of the net income specified in
clause (2) of section X
. PAYMEXT OF TAX AT BOURCE.

8SEc. 237. That in the case of foreign corporations not e in
trade or business within the United SBtates and not having any ce or
place of business therein, there shall be deduected and withheld at the
source in the same manver and upon the same items of income as is
provided in section 221 a tax equal to 18 per cent thereof, and such tax
shall be returned and paid in the same manner and subject to the same
conditions as provided in that section: Provided, That in the case of
interest deseri in subdivision (b) of that section the deduction and
withholding shall be at the rate of 2 per cent.

CREDIT FOR FOREIGN TAXES.

See. 238, That in the case of a domestic corporation the total income,
war-profits, and excess-proflts taxes im for the taxable year by
act of Congress shall be credited with the amount of any income, war-
profits, and excess-profits taxes paid during the taxable year to any for-
eign country, Porto Rico, or the Philippine Islands, upon income derived
from sources therein.

This credit shall be allowed only if the taxpayer furnishes evidence
satisfactory to the commissioner showing the amount of income received
from sources within such foreign country, Porto Rico, or the Philip-
Pm Islands, as the case may be, and all other information necessary

or the computation of such credit.
EATES FOR FISCAL YEAR 101718,

SEc, 239, That if a corporation makes return for a fiscal year begin-
ning in 1917 and ending in 1018 the pet income shall be divided into
two parts, namely: (1) Theo(rortlon which bears the same ratio to the
total net income ns the period between the beginning of such fiscal year
and December 81, 1917, bears to the full fiscal year; and (2) the re-
maining portion of the net income.

The portion specified In clause (1) shall be subject to the rates pre-
seribed by Title 1 of the revenue act of 1917 and by Title 1 of the reve-
nue act of 1916 as amen by the revenue act of 1917; and the por-
tion s?eciﬁed in clause (2) shall be subject to the rates prescribed by
this title,

CORPORATION RETURNS,

8Ec. 240, That every corporation not exempt under section 231 shall
make a return, stating sﬁec fleally the items of its gross income and the
deductions and credits allowed by thig title. The return shall be sworn
to by the president, vice president, or other principal officer and by the
treasurer or assistant treasurer, If any foreign corporation has no
office or Spla.m of business in the United States, but has an agent in the
United States, the return shall be made by the agent. In cases where
receivers, trustees in bankruptey, or assignees are operating the prop-
erty or business of corporations, such receivers, trustees, or assignees
sghall make returns for such corporations in the same manner and form
as corporations are required to make returns. Any tax doe on the
basis of such returns made by receivers, trustees, or assignees shall be
collected in the same manner as if collected from the corperations of
whose business or property they have custody and control.

Returns made under t sec{lon shall be subject to the provisions of
sections 220G and 228

TIME AND PLACE FOR FILING RETURNS,

Bec. 241. (a) That returns of corporations shall be made at the same
time as Is provided in subdivision (a) of section 227,
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(b) Returns shall be made to the collector of the distriet in which is
located the principal place of business or principal office or ageney of
the corporation, or, if it has no grlncipal place of business or principal
office or agency in the United States, then to the collector at Balti-

more, Md,
Part IV.—Administrative provisions,
| PAYMENT OF TAXES,

SEc. 250. That cxcc}at as provided in sectlons 221 and 237 the tax
shall be paid in installments, one-third of the amount of the tax shown
in the return to be pald at the time fixed by law for filing the return,
one-third on the 15th day of the second month thereafter, and the re-
maining one-third on the 15th day of the fourth month after the time
fixed hﬁ law for filing the return; but where an extenslon of time for
filing the return is granted, the first installment shall be due upon the
expiration of the Eeriud of such extension, and the second and third
installments shall be dne as above stated, except that in the case of any
taxpayer who is abroad the commissioner may extend the time for pay-
ment of the second and third installments not more than four months
after the expiration of the period of any extension of time for filing
his return. If any installment is not paid when due, the whole amount
of the tax unpald shall become due and payable upon notice and demand
by the collector.

The tax may at ithe option of the taxgaym' be paid in a single pay-
ment instead of in installments, in which case the total amount shall
be paid on or before the time fixed by law for filing the returm, or,
where an extension of time for filing the return has been granted,
on or before the expiration of the period of such extension.

As soon as practieable after the return is filed, the commissioner
shall examine it. If it then appears that the correct amount of the
tax is greater or less than that shown in the return, the installments
shall be recomputed. If the amount already an exceeds that which
should have been paid on the basls of the installments as recomputed,
the excess so pald shall be credit2il against the next installments fall-
ing duc; aml if the amount already paid exceeds the correct amount
of the tax, the excess shall be credited or refunded to the taxpayer in
accordance with the provisions of section 232, -

f the amount already pald is less than that which should have
lieen paid, the difference shall, to the extent not covered by any credits
then due to the taxpayer under section 252, be }mld upon notice and
demand by the collector. In such case if the return is made in good
faith and the understatement of the amount in the return is not due
to any fault of the taxpayer, there shall be no penalty because of such
understatement. If the understatement is due to negligence on the
part of the taxpayer, but without intent to defraud, there shall be added
as part of the tax 5 per cent of the total amount of the deficlency,
plus interest at the rate of 1 per cent per month on the amount of
the deficiency of each installment from the time th2 installment was due.

If the understatement is false or fraudulent with intent to evade
the tax, then, in addition to other penalties provided by law for false
or frandulent returnz, there shall be added as part of the tax 100
per cent of the amount of the deficiency. ;

If the return is made pursuant to section 3176 of the Revised Stat-
utes as amended, the amount of tax determined to be due under such
return shall be paid upon notise and demand by the collector.

Except in the case of false or fraudulent returng, the amount of tax
due under any return shall be determined and assessed by the com-
missioner witkin five years after the return was due or was made, and
no suit or proceeding for the collection of any tax shall be begun after
the expliration of five years after the date when the return was due
or was made. In the case of false or fraudulent returns, the amount
of tax due may be determined at any time after the return iz filed,
and the tax may be collected at any time after it becomes duc.

If any tax remainy unpaid after the date when it is duoe, and for
10 days after notice and demand by the collector, then, except in the
case of estates of insane, deceased, or insolvent persons, there shall
be added as part of the tax the sum of G per cent of the amount due
but unpaid, plus interest at the rate of 1 per cent per month upon
such amount from the tima it became due,

RECEIPTS FOR TAXES.

8pc. 251, That every collector to whom anf payment of any tax is
made under the provisions of this title shall give to the person ll.l.tlkin%
such payment a full written or printed receipt, stating the amoun
paid and the particular account for .which such payment was made ;
and whenever any debtor pays taxes on account of payments made or
to be made by him to separate creditors the collector shall, if requested
by such debtor, give a separate receipt for the tax paid on account
o¥ each creditor in such form that the debtor can conveniently produce
such receipts separately to his several creditors in satisfaction of their
respective demands up to the amounts stated in the recei{)ts: and such
receipt shall be sufficient evidence in favor of such debtor to justify
him in withholding from his next payment to his creditor the amount
therein stated ; but the creditor may, upon giving to his debtor a full
written receipt acknowledging the Puyment to him of any sum actually
paid and accepting the amount of tax paid as aforesald (specifying the
zame) as a further satisfaction of the debt to that amount, require the
gurrender to him of such collector's receipt.

REFUXDS,

Skc. 252, That If, upon examination of any raturn of income made
pursuant to this act, the act of August 5, 1009, entitled * An act fo
provide revenue, equalize duties, and encourage the industries of the
United States, and for other Pur oses,” the act of October 3, 1913,
entitled * An act to redoce tariff duties and to provide revenue for the
Government, and for other mtrrmseg," the revenue act of 1916, as
amended, cr the revenue act of 1917, it appears that an amount of
income, war-profits or excess-profits tax has been paid in excess of
that properly due, then, subject to the provisions of section 3228 of
the Revised gtatutes, the amount of the excess shall be credited against
any income, war-profits or execess-profits taxes, or installment thereof,
then due from the taxpayer under any other return, and any balance
of such excess shall be immediately refunded to the taxpayer.

PEXALTIES.

Bec. 253. That any individual, corporation, or partnership required
under this title to pay or collect any tax, to make a return, or to sup-
ply information, who fails to pay or collect such tax, to make such
return, or to supply such information at the time or times required
under this title, shall be liable to a penalty of not more than $1,000.
Any individual, corporation, or partnership, or any officer or employee
of any corporation or member or employee of a partnership, who will-
fully refuses to pay or collect such tax, to make such return, or to
supply such information at the time or times required under this title,
or who willfully atrempts in any manner to defeat or evade the tax

imposed by thls title. shall be guilly of a misdemeanor and shall be
fined not more than $10,000 or imgzrlsaupd for not more than one year,
or both, together with the costs of prosecution.

RETURNS OF PAYMENTS OF DIVIDEXNDS,

SEc, 254, That every corporation subject to the tax imposed by this
title shall, when required by the commissioner, render a correct return
duly verified under oath, of its payments of dividends, stating the
name and address of each stockholder, the number of shares owned by
him, and the amount of dividends paid to him.

RETURNS OF BROKERS.

SEc. 255. That every individual, corporation, or partnership doing
business as a broker on auy exchange or board of trade or other similar
place of business shall, when requiwd by the commissioner, render a
correct return duly verified under oath, under such rules and regula-
tions as the commissioner, with the approval of the Secretary, ma
prescribe, showing the names of customers for whom such indl‘:rld f.
corporation, or partnership has transacted any business, with such de-
1alls as to the profits, losses, or other information which the commis-
sioner may teiglﬂre. as to each of such customers, as will enable the
commissioner to determine whether all income tax due on profits or
rains of such customers has been paid,

INFORMATION AT SOURCE.

Sgc. 256, That all individuals, corporations, and partnerships, in
whatever capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, and employers, making payment to an-
other individual, corporation, or partnership, of interest, rent, salaries,
wages, premiums, annuities, compensatious, remunerations, emoluments,
or other fixed or determinable ins, profits, and income (other than
R:yments deseribed in sections 254 and 255), of $1,000 or more in an

xable year, or, in the case of such payments made by the Uni
States, the officers or employees of the United States having informa-
tion as to such payments and required to make returns in regard
thereto by the regulations hereinafter provided for, shall render a true
and accurate return to the commissioner, under such regulations and
in such form and manner as may be prescribed h{ him with the ap-
proval of the Secretary, setting forth the amount of such gains, profits,
and income, and the name and address of the recipient of such payment.

Such returns may be required, regardless of amounts, (1) in the case
of payments of interest upon bonds, mort, , deeds of trust, or other
similar obligations of corporations, and (2) in the case of collections
of items (not payable in the United States) of interest upon the bonds
of foreign countries and interest upon the bonds of and dividends from
foreign corporations by individuals, corporations, or partnerships, un-
dertaking as a matter of business or for Eroﬂt the collectlon of foreign
payments of such interest or dividends by means of coupons, checks,
or bills of exchange.

When necessary to make effective the provisions of this section the
name and address of the recipient of income shall be furnished upon
demand of the individual, corporation, or partnership paying the in-
come,

The provisions of t{his section shall apg)l{ to the calendar year 1018
and each calendar year thereafter, but shall not apply to thé payment
of interest on obligations of the United States.

RETURXS TO BE PUBLIC RECORDS.

SEc, 257. That returns upon which the tax has been determined by
the commissioner shall be filed in the office of the commissioner and
shall constitute public records; but they shall be open to inspection
only upon order of the Presldent and under rules and regulations pre-
scribed by the Secretary and approved by the President: Provided,
That the proper officers of any State imposing an income tax to which
corporations are subject may, upon the request of the governor thereof,
have access to the returns of any corporation, or to an abstract thereof
showing the name and income of the corpurniiou. at such times and in
such manner as the Secretary may prescribe.

The commissioner shall as soon as practicable in each year cause to
be ];]n*eparcd and made available to public inspection in the office of
each collector a list containing the names in alphabetical order and
the post-office addresses of all individuals making income-tax returns
in such distriet.

PUBLICATION OF STATISTICS.

SEC, 208, That the commissioner, with the approval of the Seeretary,
shall prepare and publish annually statistics reasonably available with
respect to the operation of the income, war-profits, and excess-profits tax
laws, inecluding classifications of taxpayers and of income, the amounts
allowed as deductions, exemptions, and credits, and any other facts
deemed pertinent and valuable.

COLLECTIOX OF FOREIGX ITEMS,

BEc. 259, That all individuals, corporations, or partmerships under-
taking as a matter of business or for profit the collection of rore}jm
payments of interest or dividends by means of coupons, checks, or bills
of exchange shall obtain a license from the commissioner and shall be
subject to such regulations enabling the Government to obtain the in-
formation required under this title as the commissioner, with the ap-
proval of the Secretary, shall prescribe; and whoever knowingly under-
takes to collect such ;’m,\'ments without having obtained a license there-
for, or without complying with such regulations, shall be guilty of a
misdemeanor and shail be fined not more than $3,000, or imprisoned
for not more than one year, or both.

PORTO RICO AND PHILIPPINE 1SLAXDS.

SEec. 260. That in Porto Rico and the Phill!pp!nu Islands the income
tax shall be levied, assessed, collected, and paid in accordance with the
provisions of the revenue act of 1916, as amended by the revenue act
of 1917 : Provided, That the Porto Rican or Philippine Legislature shall
have power by due enactment to amend, alter, modify, or repeal the
income-tax laws in force in IPorto Rico or the I‘m}ipplne Islands, re-
spectively.

TirLE III.—WAR ExCESS-PROFITS TAx, '

Part I.—General definitions.

Sec. 300. That when used in this title the terms * taxable year,”
“ fiseal year,” and “ dividends " shall have the same meaning as pro-
vided for the purposes of income tax in sections 200 and 201, he
first taxable year for the purposes of this title shall be the same as
the first taxable year for the purposes of the income tax under Title 11,

Part II.—Imposition of tar.

Sec. 301, That in lien of the tax :mgosed by Title II of the revenue
act of 1917, but in addition to the other taxes imgmd by this act,
there shall be levied, collected, and pald for each taxable year upon
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the net income of every corporation, a tax equal to 80 per cent of the
amount -of the net income in execess of the war-profits ecredit (deter-
mined under section 311).

Sec, 302. That the corporations enumerated in section 231 shall, to
the extent that they are exempt from income tax under Title 1I, be
exempt from taxation under this title.

Part 11I.—War cxcess-profita method.

8Ec, 310. That as used in this title the term ‘ prewar period ' means
the calendar years 1911, 1912, and 1913, or, if a corporation was not
in existence during the whole of such period, then as many of such
years during the whole of which the corporation was in existence.

Sgc. 311. (a) That the war-profits credit shall be an amount equal
to the average net income of the corporation for the prewar period
plus or minus as the case may be 10 per cent of the invested cnpitai
added or withdrawn since Janunr;r 1, 1913; but if the tax is com-
puted for a period of less than 12 months, such amount shall be re-
duced to the same proportion thereof as the number of months in the
period is of 12 monihs,

(b) If the corporation was not in existence during the whole of any
one calendar year in the prewar period or had no net income, the war-
profits credit shall be an amount that shall be the same proportion of
the net income of the corporation during the taxable year as the pro-
portion which the war excess profits for the same calendar year of
representative corporations engaged in a llke or slmilar trade or busi-
ness bears to the total net income of the trade or business recelved by
such corporation. In the case of a foreign corporation, the net income
received from sources within the United States during the taxable
year shall be used as the basis of computation.

(¢) In the case of n foreign corporation by deducting from the net
income of the trade or business received from sources within the United
Htates during the taxable year the average amount of the annunl net
income of the trade or business from sources within the United States
during the prewar perlod.

| Part V.—Net income.

Sgc. 320, (a) That for the purpose of this title the net income of a
corporation shall be ascertained and retarned—

(1) For the calendar years 1011 and 1912 upon the same basis and
in the same manner as provided in section 38 of the act entitled “An
act to provide revenue, equalize duties, and encourage the industries of
the United States, and for other purposes,” approved August 5, 1909,
except that taxes Imposed by such section and paid by the corporation
within the year shall be Included ;

(2) For the calendar year 1913 upon the same basis and in the same
menner as provided in Section 1I of the act entitled “An act to reduce
tariff duties and to provide revenue for the Government, and for other
purposes,” approved October 3, 1913, except that taxes imposed by sec-
tlon 38 of such act of August 5, 1009, and paid by the corporation
within the year shall be included, and except that the amounts received
by it as dividends upon the stock or from the net earnings of other
corporations subject to the tax imposed by Section II of such act of
October 3, 1913, shall be deducted ; and -

(3) For the taxable year upon the same basis and in the same man-
ner as provided for income-tax purposes in Title II of this act, except
that In the case of oll and gas wells there shall be deducted (in lien
of the deduction provided in clause (a) of paragraph (9) of sub-
division (a) of section 234) a reasonable allowance for depletion (in-
cluding in the case of producers or prospectors a reasonable allowance
for hazard not to excecd 10 per cent of the value in the ground of the
oil withdrawn during the taxable year), such deduction to be made
under rules and regulations to be preseribed by the commissioner with
the approval of the Secretary.

(b) The average net income for the prewar gerlod shall be deter-
mined by dividing the number of years within that period during the
whole of which the corporation was in existence into the sum of the
net income for such years, even though there may have been no net
income for one or more of such years,

Part VI.—Invested capital,

SEc, 325. l’a{ That as used in this title—

The term * intangible property ” means patents, copyrights, secret
processes and formuls, good will, trade-marks, trade-brands, franchises,
and other like pro?erty;

The term * tangible property " means stocks, bonds, notes, and other
evidences of Indebtedness, bills and accounts receivable, leascholds, and
other property other than intangible property;

The term * borrowed capital” means money or other property bor-

rtiwed. whether represented by bonds, notes, open accounts, or other-
wise ;
* The term * inndmissible assets * means stocks, bonds, and other obli-
gatlons (other than obligations of the United Btates), the dividends or
interest from which is not included in computing net income, but where
the income derlved from such asseis consists in part of gain or profit
derived from the sale or other disposition thereof, a corresponding part
of the eapital invested in such assets shall mot be deemed to be in-
admissible assets.

(b) For the purposes of this title the par value of stock or shares
shall, in the case of stock or shares hav no par value, be deemed
{0 be the fair market valoe as of the date or dates of issue of such
stock or shares,

Sgc. 526. (a) That as used in this title the term “ invested capital”™
means (except as provided in subdivisions (E& and (¢) of this section) :

(1) Actual cash bona fide pald in for stock or shares;

(2) Actnal cash value of tangible property, other than cash, bona
fide paid in for stock or shares, at the time of such payment, but in
no case to exceed the par value of the original stock or shares spe-
cifieally issued therefor;

(3) Pald-in or earned surplos and undivided profits; not ineclud
surplus and undivided profits earned during the taxable year, and no
incrrﬁlding the increase in the value of any asset above the original cost
until such Increase is actually realized I?‘ sale ;

{4) Intangible property bona fide pald in for stock or shares prior
to March 3, IDITI:\ in an amount not exceeding (a) the actual ecash
value of such property at the time paid in, (b) the par value of the
stock or shares issued therefor, or (c) in the aggregate 20 per cent of
the par value oi the total stock or shares of the corporation outstand-
ing on AMarch 3, 1917, whichever is lowest; -

(5) Patents and mpgrlxhts bona fide pald in for stock or shares on
or after March 3, 1917, in an amount not exceeding (a) the actual
cash value of such property at the time paid in, (b) the par value of
the stock or shares issued therefor, or (c) in the aggregate 20 per cent

———

of the par value of the total stock or shares of the corporatlon out-
standing at the inning of the taxable year, whichever is lowest ; but

(b) As used in this title the term * invested capital ” does not include :
E%io?omﬁ mp’talr':t or( ther tha tent: d copyrights) paid in

nta e property (other n patents an yrig
for stock or shares on or after March 3, 1917,

(c) There shall be deducted from invested capital as above defined an
amount equal to the average amount of capital invested in inadmissible
assets held by the corporation during the year: Provided, That at the
option of the corporation the amount to be so deducted shall be reduced
to the amount by which such average amount invested in inadmissible
assets exceeds the average amount of borrowed capital of the mlt:{.mratlon
(other than indebtedness maturing within one year of its creation), all
accounts payable and ecurrent liabilities, for such geear, but in such case
in computing the tax under this title there shall included in the net
income for such year the same proportion of the total amount of interest
and dividends received during such year from such inadmissible assets
as the amount of such capital invested in inadmissible assets not de-
ducted from invested capital bears to the total amount of such inad-
missible assets.

d) In the case of a foreign corporation the term * invested eapital ™
{;:tctndcs only its invested capital used or employed within the United

ates,

(e) The invested capital for any year shall be the average invested
capital for such year, as above defined, but in the case of a corporation
making a return for a fractional part of the year a corresponding reduc-
tion shall be made in the invested capital.

Spc. 827. (a) That in the following cases the invested capital shall be
determined as provided in subdivision (b) of this section: (1) Where
the commi:sioner is unable satisfactorily to determine the invested
capital as provided in section 32G; or (2) where a mixed a gate of
tangible property and intnniiblc pro])erty has been paid in for stock
or for stock and bonds and the commissioner is unable satisfactorily to
determine the respective values of the several classes of property at the
time of payment, or to distinguish the classes of property paid in for
stock and for bonds, respectively; or (3) where capital ‘}s a material
income-producing factor, but where, because of the fact that the capital
employed is in large part borrowed, there is no invested capital. his
section shall not apply in the case of a corporation 50 per cent or
more of whose gross income (as defined in section 213 for income tax
purposes) consists of gain, profits, or commissions derived from Govern-
ment contracts, unless the commissioner is satisfied that such corpora-
tion is overcapital v

(b) In the cases specified In subdivision (a) the invested capital shall
be the amount which bears the same ratio to the net income of the cor-
poration for the taxable year as the average invested capital for the
taxable year of resentative corporations engaged in a like or similar
trade or business bears to their average net income for such year,

Bepc. 328. (a) That in cases where invested capital Is to be determined
in the manner provided in section 327, the commissioner ghall compare
the taxpayer only with representative corporations whose invested
capital can be satisfactorily determined under section 826 and which are,
as mnearly as may be, similarly circumstanced with respect to gross
income, net income, profits per unit of business transacted and capital
employed, the amount and rate of war or excess profits, and all other
relevant facts and circumstances.

(b) For the purposes of section 327 the ratios between the average
invested capital and the average net income of representative cerpora-
tions shall determined for each calendar year { the commissioner
in accordance with regulations prescribed by him with the approval of
the Secretary.

In the case of a corporation making a return on the basis of a fiscal
{lcar the ratios determined for the calendar year ending during such

geal year shall be used, excgpt that in the case of a fiscal year ending
during the calendar year 1918 the ratios based upon returns made under
Title II of the revenue act of 1917 shall be used.

(¢) The commissioner shall keep a record of all cases in which invested
capital is determined in the manner prescribed in section 327, containing
the name and address of each taxpayer, the business in which engaged,
the amount of invested capital and net income shown by the return, and
the amount of invested capital as determined under such section. The
commissioner shall furnish a copy of such record and other detailed in-
formation with respect to such cases when required by resolution of
either House of Congress, without regard to the restrictions contained
in section 257.

p Part VII.—Reorganizations.

EC, 330. That in the case of the reorganization, consolidation, or
change of ownership after January 1, 1911, of a trade or business now
carried on by a ¢ ration, the corporation shall for the purposes of this
title be deemed to have been in existence prior to that date, and the net
income and invested capital of such predecessor trade or business for all
or any part of the prewar period prior to the or%anlzation of the corpora-
tlon now carrying on such trade or business ghall be deemed to have been
the net income and invested capital of such corporation.

If such predecessor trade or business was carried on by a partnershi
or individual the net income for the prewar period shall be ascertain
and re ed the same basis and in the same manner as provided
for income tax purposes in Title II, except that the credits provided in
subdivisions (a) and (b) of section 216 shall be deducted.

Sec. 331. In the case of the reorganization, consolidation, or change
of ownership of a trade or business after March 3, 1917, if an interest
or control in such trade or business of 30 per cent or more remains in
the same persons, or any of them, then no asset transferred or received
from the predecessor trade or business shall, for the purpose of deter-
mtnlngl invested capltal, be allowed a greater value than would have
been allowed under this title In computing the invested capital of such
prior trade or business if such asset had not been so transferred or

recelved.
Part VIII.—Miscellancous.

Sec. 335. That if a corporation makes return for a fiscal year begin-
ning in 1917 and ending in 1918, the tax for the first taxable year
under this title shall be the sum of: (1) a tax computed under Title
1I of the revenue act of 1917 for the portion of such fiscal year falling
in 1917 ; and (2) a tax computed under this title for the portion of such
fiseal year falling in 1918.

The tax under clause (1) shall be computed upon the same propor-
tion of the net income (as determined under Title II of this act for
income tax p oe;m:)l for such fiscal year as the portion of such fiscal
year falling in 1917 is of the full fiscal year; and the tax under clause
(2) shall be computed upon the remainder of such net income,

Sec. 336. That every coo%orauon. not exempt under section 304,
having a net income of $3, or over for the taxable year shall make
a return for the purposes of this title. Such returns shall be made,
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and the taxes imposed by this title shall be pald, at the same times and
places, in the same manner, and subject to the same conditions as is
provqued in the case of returns and payment of income tax by corpora-
tions for the ses of Title II, and all the provisions of that title
not inapplicab e, ludim, penalties, are hereby made applicable to the
taxes imposed ﬁ'

In no case shall the tn under this title or Title IT be determined
on the basis of a so-called consolidated return but shall in each case be
determined upon the basis of the net Income and invested capital of
the corporation liable to the tax.

TiTie IV.—EsrtaTE TAX,

Sec. 400. That when used in this title—

The ierm * executor” means the executor or administrator of the
ﬂecedent. or, if there is no executor or admin wr, any person who
takes possession of any property of the decedent ;

The term * collectcr " means the collector of lnteml revenuc of the
district in which was the domicile of the decedent at the time of his
death, or, if there was no such domicile in the United States, then the
collector of the district in which iz situated the part of the gross estate
of the decedent in the United Btates, or, if such part of the gross estate
is sitoated in more than one district, then the collector of internal
revenue of such distriet as may be designated b

Bec. 401. That (in leu of the tax imposed by
act of 1916, as amended, and in lieu of the tax impnsed by Title IX of
the revenue act of 1917) a tax equal to the sum of th o‘llowlng per-
centages of the value of the net estate {determined netpm vided in sec-
tion 403) is hereby jm upon the transfer of the tate of every
decedent dying after the passage of this act, whether a resident or non-
resident of the United States:

Thm per cent of the amount of the net estate not In cxcess of

cent of the amount I:y which the net estate exceeds $50,000
and gm not cxceed $150,000;
9 per cent of the amount by which the net estate exceeds $150,000
and does not ex
12 per cent of the amount 5_1 which the net estate exceeds $250,000
and does not exceed $450,
5 per cent of thesamount i:hy which the net estate exceeds $450,000

and does not ex
1 whlch the net estate exceeds $1,000,000

cent of the amount
and does not exceed §2,

21 per cent of the amonnt I]:B' which the net estate exceeds $2,000,000
and does not exceed $3,000,

24 per cent of the amount b which the net estate exceeds §3,000,000
and _does not exceed $4,

27 per cent of the amonnt b wh'ich the net estate exceeds $4,000,000
and does not exceed $5,000,

30 per cent of the amount b, which the net estate exceeds $5,000,000
and does not exceed $8,000, 008

385 per cent of the amounto&'wh.lch the net estate exceeds $8,000,000
and does not exu:ed $10
40 per cent of the amount ir_r w'hlch the net estate exceeds $10,000,000,
SEC, 402. That the value of the gross estate of the decedent shall
be determined by including the value at the tlme of his death of all

, real or personal, tangible or lntanogl le, wherever situated—

a) o the extent of the interest therein the decedent at the time
of his death which after his death is subject to the payment of the
charges against his estate and the expenses of its administration and Is
sub, to distribution as part of his estate
(b) To the extent of any interest therein of the surviving spouse, ex-
lstlng at the time of. the decedent’s death as dower, courtesy, or by

e of a statute creating an estate in lieu of dower or courtesy ;

t(c) Ttr.im the exéeent ;rf a lntere:{ththeteln t:ftwhiill lt:mi dclfedentt has
at an e made a transfer, or respect to which he has at any
time greated a trust, in contemplation of or intended to take effect in
possession or enjoyment at or after his death (whether such transfer
or trust s made or created before or after the of this act), ex-

cept In case of a bona fide sale for a fair considerntion in money or
money's worth. Any transfer of a material part of his property in the
nature of a_ final deosidon or distribution thereof mde by the de-
cedent within prior to his death withont such a consldera-
| tion, shall, unless shown to the contrary, be deemed to have been made
in contemplatlon of death within the ning of this title

{d) To thc extent of the interest therein he!d jointly or as tenants In
the entirety the decedent and any other person, or de] ted in banks
or other lnsti%uticms in their joint names and yable to elther or tlm
survivor, except such part thereof as may be shown to have or
belonged to such other person and never to have belonged to t de-
cedent ;

(e} To the extent nl' a pmperly &8 under a general power of
appointment exerc e deceden!m(lgnﬁy will, or (2) by deed e!-
ecuted in mntemphtion ot or intended take effect in
en}o*‘ment at or after, his denth except in case of a boaa fide s.l.!e tm:

consideration in money or money's worth; and

t of the amount receivable by the executor as insur-
lnm under gc‘lldts taken out b; the decedent upon his own life: and
,to the extent of the excess over of the amount receivable by all
‘other beneficiaries as insurance uuder pnlicics taken out by the decedent
‘upon his own life.
| Skc, 403, That for the purpose of the tax the value of the net estate
ghall be determined—

(a) In tthe case of a resident, by deducting from the value of the

—
31) Such amounts for funeral expenses, administration e;.?e
ges, losses incorred during thc

©laims against the estate, un mo!
~settlement of the estate arising from , storms, shipwreck, or other
'easualty, or from theft, whon auch losscs are not compensated for b
insurance or otherwise, and such amounts reasonably required a.ns
actually expended for the support during the settlement of the estate
of those dependent u the decedent, as are allowed by the laws of
the jurisdiction, her within or without the United States, under
which the estate is being administered, but not includ.tng any income
,inxes upon income received after the ‘death of decedent, or any
esmte. succession, legacy, or inheritance taxes

(2) An amount equal to the t-a.lue at the time of the decedent's
dﬁath of any propert.r real, ‘!)erso or mixed, which can be identified
as havin li: tgv e decedent as a share in the estate of
person who dled withln ve years prior to the death of the dmdenz

or which can be identified as having been acguired by the decedent in

exchange for preperty so received, an estate tax under the revenue
act of 1917 or under this act was col from such estate, and If
~such property is included in the decedent’s gross estate; and

the commissioner.
itle IT of the revenue

(3) Aun exemption of $50,000;

(h) In the case of a nonmxicts-nr hy dedncting from the value of that
part of his gross estate which at the time of his death is situated in
SRUL), That uirtion of Ahe dedsétisns apects

That proportion o L] uctions specified in para 1 (1) of
subdivision (P ) of this section whiel the value of sllpte}) mtm besu'L to
the value of his entire gross estate, wherever situated, but in no case
shall the amount 80 deducted exceed 10 per cent of the value of that

art of gmss cstate which at the time of his death is situated in

e United

(2) An amount’ equnl to the value at the time of the decedent's
death of any property, real, personal, or mixed, which can be identified
as having been received b, the decedent as a share in the estate of an
person who died within tive years prior to the death of the deceden
or which can be identified as having been acquired by the decedent in
exchange for property so ved, an estate tax under the revenue
nct o! 1017 or under this act was collected from such estate, and if

roperty is included In that part of the decedent's estate
whlch at the time of his death is situated in the United Sta

o deductions shall be allowed Iin the case of a nonresident unless the
32‘33?5 (ot o te of Bio ait ot At e e e section. doL Mt

en e time o s death o rt o ¢ gross estate he

anl'resig?nt not s!tuarted m“tgu li“jtkedl Bmdm o . -

or the purpose of this esoc na estic corporation owned
and held by a nonreside and the amount receivable as in-
surance upon the life nt nonresitient decedent where the insurer 1s
a domestic corporatinn, l!mll be deemed p
States, and any proj of which the decedent has made n transfer or
with respect to which he has created a trust, within the meaning
subdivision (¢) of mtlon deemed to be situated in the
United States, If 8o situated either at the time of the transfer or the
creation of the trust, or at the time of the decedent's death.

SEC. 404, That the executor, within 60 days after gualifying as such,
or after coming into possession of any property of the decedent, which-
ever event first oceurs, shall glve written notice thereof to the collector.
The executor shall also, at such times and in such manner as may be
required by regulations made pursuant to law, file with the collector n
return under oath in duplicate, setting forth (a) the value of the
gross estate of the decedent at the time of his dentl;edor in raso of a

nonresident, of that cﬁan of his gross estate sl n the United
States ; (b) the dedu allowed under section 403: (c) the value of
the net te of the decedent as defined in section 403; and (d) the

d or payable thereon; or such L_glu't of such information as may
at the time be ascertainable and su
necessary to cstablish the correct tax.

Return shall be made in all cases where the gross estate at the death
of the decedent exceeds $50,000, and in the case of the umte of every
nonresident any part of whose gross estate is situated in the United
SBtates, If the executor is unable to make a com Ellete return as to any

t of the gross estate of the decedent, he shall include in his return a
ption of such part and the name of every person holding a legal
or beneficial interest therein, and upon notice from the collector such
person shall in like manner make retnm as to such part of the gross
estate. The commissioner ghall make 1 assessments of the tax under
the nutborily of existing ;dmlnimtlve special and general provisions
of i That 1t ne mﬂm?id 5 wani Sues Lhe wekuth of

no on is upon the e of a
rlecedent.orirnoretumla as provided in section 404, or if =
false or incorrect statement of a materlal fact. the
collector or deputy collector shall make a return and the commissioner
shall assess the tax thereon.

BeEc. 4086. That the tax shall be due one year after the decedent's
death ; but in any case where the commissioner finds that payment of
the tak within one year after the decedent’s death would impose undue

supplemental data as may be

h.urdshig upon the estate, he may grant an extension of time for the
of the tax for a period not to exceed two years from the due
dste If the tax is not paid within 1 year and days after the

decedent’s death, interest at the rate of 6 per cent per annum from the
e:;ptiil;auton of one year after the decedent's death shall be added as part
o e tax.

Sec. 407. That the executor shall pay the tax to the collector or
deputy collector, If the amount of the iax can not be determined, the
payment of a sum of mone,r mmdmt. in the opinien of the collector,
to discharge the tax shall be ed?ayment in full of the tax, except
as in this section otherwise vaid If the amount so pai £ﬁs
the amount of the tax as fin Iy determined, the commissioner shall re-
fund such excess to the executor. If the amount of the tax as finally
determined exceeds the amount so paid, the collector shall notify the
executor of the amount of such excess and demand payment thereof. If
such excess part of the tax is not pald within 10 days after such notifi-
cation, interest shall be added thereto at the rate of 10 per cent
annum from the expiration of such 10 days’ iod until paid, and ga
amount of such excess shall be a lien upon the entire gross estate, ex-
eept such part thereof as may have been sold to a bona fide purchaser

for a fair consideration in money or money's worth.

The collector shall nt to the person paying the tax (‘Iupllmte
receipts, either of whi shall be suflicient ev! ce of such paymen
and shall entitle the executor to be credited and allowed the amount
thereof I?' any court having jurisdiction to audit or settle his accounts.

SEC. 408 t if the tax herein imposed is not paid within 180 days
after it is due, the collector sball, unless there is reasonable eause for
further delay, proceed to collect the tax under the provisions of gen-
eral law commence appropriate proceedings in any ecourt of the
United S’t:.tes. in the name of the Uu!ted Stntea, to subject the prop-

ty of the d t to be sold under the judgment or decrce of the

court. From the proceeds of such sale the amount of the tax, to-
Ee er with the costs and e:pensen of every description to be allowed
y the court, shall be first paid and the balance shall be deposited
according to the order of the court, to be paid under its direction to
the person entitled thereto.

If the tax or any part thereof iz paid by, or collected out of that
part of the estate E!asshlx to or in the on of, any person other
than the executor his capacity as such, such person shall be entitled
to reimbursement out of any t of the estate still undistributed or
by a just and equitable contribution by the persons whose interest in

the estate of the decedent would have been reduced if the tax had been
pal.d before the distribution of the estate or whose interest is subject to
equal or grwr liability for the payment of taxes, debts, or other charges
against the estate, it belng the purpose and intent uf this title that so
far as is practicable and unless otherwise directed by the will of the
decedent, the tax shn,ll be pald out of the estate before its distribution,
It any part of the gross estate consists of proceeds of policles of insur-
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ance upon the life of the decedent receivable by a beneficiary other than
the executor, the executor shall be entitled to recover from each bene-
ficlary such portion of the total tax paid as the proceeds, in excess of
$40,000, of such policies bear to the net estate, If there is more than
ohe such beneficiary, the executor shall be entitled to recover from
such beneficiaries in the same ratio.

SEC. 400. That unless the tax is sooner paid in full, it shall be a lien
for 10 years upon the gross estate of the decedent, except that such
part of the gross estate as is used for the payment of charges against
the estate and expenses of its administration, allowed by any court
having jurisdiction thereof, shall be divested of such lien. If the com-
missioner is satisfied that the tax liability of an estate has been fully
discharged, he may, under regulations prescribed by him, with the ap-
proval of the Secretary, issue his certificate releasing any or all prop-
erty of such estate from the lien herein imposed.

If (a) the decedent makes a transfer of, or creates a trust with
respect to, any property in contcmFlat[on of or intended to take effect
in possession or enjoyment at or after his death (except in the case of
a bona filde sale for a fair consideration in money or money's worth)
or (b) if insurance passes under a comtract executed by the decedent
in favor of a specific beneficiary, and if in either case the tax in respect
thereto is not paid when due, then the transferee, trustee, or beneficiary
shall be personally liable for such tax; and such E»mperty. to the extent
of the decedent's interest therein at the time of such transfer, or to
the extent of such beneficiary’s interest under such contract of insur-
ance, shall be subject to n like lien equal to the amount of such tax.
Any R.nrt of such property sold t:f such transferee or trustee to a
bona fide purchaser for a fair consideration in money or money's worth
shall be divested of the lien, and a like lien shall then attach to all the
property of such transferee or trustee, except any part sold to a bona
fide purchaser for a fair consideration in money or money's worth.

Sgc. 410. That whoever knowingly makes any false statement in any
notlee or return required to be filed under this title shall be liable
to a penalty of not exceeding £5,000, or imprisonment not exceeding
one ﬁear, or_both.

Whoever fails to comply with any duty imposed upon him by section
404, or, having in his session or control any record, file, or paper
contain'ing or supposed to contain any information concerning the estate
of the decedent, or having in bhis possession or control any property
comprised in the estate of the decedent, fails to exhibit the same
}.T?on uest to the commissioner or any collector or law officer of the

nited States, or his duly authorized deputy or agent, who desires to
examine the same in the performance of his duties under this title,
shall be liable to a penalty of not exceeding $500, to be recovered, with
costs of suit, in a civil action in the name of the United States.

INSURAXCE.

Sre. 503. That from and after November 1, 1018, there shall be
levied, assessed, collected, and paid, in lien of the taxes imposed by
section 504 of the revenue act of 1917, the following taxes on the
izssuance of insurance policies, including, in the case of policies issued
outside the United States, their delivery within the United States by
any agent or broker, whether acting for the insurer or the insured;
such taxes to be puid by the insurer or Ly such agent or broker:

(a) Life insurance: A tax equivalent to 8 cents on each $100 or
fractionnl part thereof of the amount for which any life is insuread
under any policy of insurance or other instrument, by whatever name
ihe same is called: Provided, That on all policies for life insurance
only by which a life is insured not in excess of $500, issued on the
industrial or weekly or monthly payment plan of insurance, the tax
shall be 40 per cent of the amount of the first weekly premivm or
20 per cent of the amount of the first monthly premium, as the case
may be: Provided further, That on ]policies of group life insurance,
covering groups of not less than 25 lives in the employ of the same
person, for e benefit of persons other than the employer, the tax
shall be equivalent to 4 cents on each $100 of the aggregate amount for
which the group policy i€ issued and of any net increase in the amount
of the insurance under such policy ; L

() Marine, inland, and fire insurance: A tax eqguivalent to 1 cent
on ench dollar or fractional part thereof of the preminm charged under
each lmlicy of insurance or other instroment, by whatever name the
same Is called, whereby insurance is made or renewed upon property of
any deseription (including rents or Eroﬂts), whether aﬁnlnst peril by
sea or inland waters, or by fire or lightning, or other peril;

(e} Casunlty insurance: A tax equivalent to 1 cent on each dollar or
fractional part thereof of the premium charged under each policy of
insurance or obligation of the nature of indemnity for loss, damage, or

Iinhillt{ (excent bonds and policies taxable under subdivislon 2 of
schedule A of title XI) issu or executed or renewed by any person
transacting the business of employer's liability, workmen's compensa-

tion, accident, health, tornado, plate glass, steam bhoiler, elevator, burg-
lary, automatic sprinkler, automobile, or other branch of insurance
{except life insnrance and insurance described and taxed in the pre-
ceding subdivision) : Provided, That in case of policies of Iinsurance
fssued on the industrial or weeckly or monthly payment plan the tax
shall be 40 per cent of the amount of the first weekly premium or 20
per (icnt of the amount of the first monthly premium, as the case
may be;

(d) Policies issued by nnﬁ corporation enumerated in section 231
and policles of reinsurance shall be exempt from the taxes imposed by
this sectlon,

Sgc. 004. That every person issuing policies of insurance upon the
issuance of which a tax is imposed by section 503 shall make monthly
returns under oath, in duplicate, and pay such tax to the collector of the
district in which the prineipal office or place of business of such person
iz located. Such returns shall contain such information and be made
at such times and in such manner as the commissioner, with the ap-
proval of the Sacretary, may by regulation prescribe,

TitLe VI.—TAX oX BEVERAGES.

SEc. 600. (a) That there shall be levied and collected on all dis-
tilled spirits now in bond or that have been or that may be hereafter
produced in or imported Into the United States, except such distilled
spirits as are subject to the tax provided in section 4, in lien of the
internal-revenue taxes now imposed thereon by law, a tax of $2.20 (or,
if withdrawn for beverage purposes or for use in the manufacture or
production of any article used or intended for use as n beverage, a tax
of $G.40) on each proof gallon, or wine gallon when below proof, and a
proportionate tax at a like rate on all fractional parts of such proof or
wine gallon, to be paid by the distiller or importer when withdrawn,
and colleeted under the provisions of existing law.

(b) That the fax imposed by subdivision (a) on distilled spirits
intended for beverage purposes shall not be due or payable on such
spirits while stored in any dlstﬂleri-, bonded warehouse, or s%cd.nl or
general bonded warehouse, and which, pursuant to any act of Congress
or proclamation of the President of the United States, can not be law-
fully sold or removed from any such warehouse during the period of
Egnh[bitlon fixed by such aet or proclamation; and all warehousing

nds or transportation and warehousing bonds conditioned for the pay-
ment of tax on any such spirits so stored on the date such prohibition
takes effect shall as to all such ?ﬁ'irits actually so stored be canceled
and discharged, provided the distiller of such spirits shall in licu of
such bonds and prior to their cancellation execute a bond in a penal
sum of not less than $10,000, with sureiles satlsfactory to the col-
lector of the district, conditioned that the principal shalil, during the
period of such prohibition, safely keep or causc to be kept in good
condition all such spirits and the warehouse in which the same are
stored, and shall not remove or suffer to be removed from warehouse,
contrary to law, any such spirits during the period of such prohibition ;
and the bond herein prescr shall be in such further sum and shail
contain such further conditicns as the commissioner, with the approval
of the Secretary, may by regulations require. The iller may, sub-
i:)et to the provisions of this section, be permitted to retain in any such

nded warehouse distilled spirits on which, under the terms of any
existing bond, the tax im thereon becomes due and payable thereto
prior to the date such prohibition takes effect: Provided, That on the
removal of such prohibition the distilier shall, as to all aﬁirits as to
which the bonded period fixed by law has not e.tglred and which remain
stored in warehouse, execute new and satisfactory bond in the form
required by existin 'Ia.w, conditioned for the payment of the tax on all
such spirits; and all provisions of existing law relating to such bonded
warehouses, or the storage of spirits therein, or to the execution of new
or additional bonds, so far as applicable, shall continue in force as to
all distilled spirits rebonded under the provisions of this section. .

Upon the withdrawal of distilled spirits from bonded warehouse, after
the perlod of prohibitiom has ended, and under the conditions imposed
by section 50 of an act entitled “An act to reduce taxation, to provide
revenue for the support of the Government, and for other purposes,
approved Angust 28, 1804, an allowance for loss by leakage or other
unavoidable cause, not exceeding 1 proof gallon as to packages of a
capacity of not less than 40 wine gallons, may be made in addition to
that provided in said section 50, as amended; and a like additional
allowance of 1 proof gallon as to each package withdrawn may be made
for each period of four months, or fraction thereof, for such spirits as
shall have remained in warehouse during the period of prohibition and
after the expiration of the maximum leakage period fixed by that section.

Under regulations preseribed by the Secretary, any imported distilled
spirits, wines, or other liquors which may be in any customs bonded
warehouse under the customs laws on the date such prohibition takes
effect shall be permitted to remaln therein without payment of any
taxes or duties thereon, beyond the three-year period provided In sec-
tion 2971 of the Revised Statutes, durlng such period of prohibition ;
and may be exported at any time during such extended period. Any
imported spirits, wines, or other liguors as to which the three-year
bonded period umgl eﬂ)h’e after the passage of this act and prior to
the date such prohibition takes effect may at the option of the owner
remain in bond during such period of prohibition.

(¢) In leu of the internal-revenue tax now imposed thereon by law
there shall be levied and collected upon all perfumes hereafter imported
into the United States containing distilled spirits a tax of $1.10 per
wine gallon, and a proportionate tax at a like rate on all fractional parts
of such wine Ion. Such tax shall be collected by the coilector of
customs and deposited as internal-revenue collections, under such rules
and regulations as the commissioner, with the approval of the Secretary,
may prescribe,

Spc. 601. That no distilled spirits produced after October 8, 1917,
shall be imported into the United States from any forelgn country, or
from the Virgin Islands (unless produced from products the growth of
such islands, and not then into any State or Territory or District of
the United States in which the manufacture or sale of intoxicating
liguor is prohibited), or from Porto Rico, or the Philippine Islands.
Under such rules, regulations, and bonds as the Secretary may pre-
scribe, the provisions of this section shall not apply to distilled spirits
imported for other than (1) beverage purposes or (2) use in the manu-
gncture or production of any article used or Intended for use as a

everage.

SEC. 602. That at reglstered distilleries producing alcohol, or other
high-proof spirits, packages may be filled with such spirits reduced to
not less than one hundred proof from the receiving cisterns and tax paid
without being entered into bonded warehouse. Such spirits may be also
transferred from the receiving cisterns at such distilleries, by means of
pipe lines, direct to storage tanks in the bonded warehouse and may be
warehoused in such storage tanks. Such spirits may be also trans-
ferred in tanks or tank cars to general bonded warehouses for storage
therein, either in storage tanks in such warehouses or in the tanks ?'n
which they were transferred, Such spirits may also be transferred from
receiving cisterns or warehouse storage tanks to barrels, drums, tanks,
tank cars, or other approved containers, and may be transported in such
containers for exportation or other lawful purposes. The Commlissioner,
with the approval of the Secretary, is hereby emﬂpoworecl to prescribe all
necessary regulations relating to the drawing off, transferring, gauging,
storing, and transpordnf of such spirits; the records to be kept and re-
turns to be made ; the gize and kind of packages and tanks to be used;
the marking, branding, numbering, and stamping of such packages and
tanks ; the kinds of stamps, if any, to be used ; and the time and manner
of paying the tax; the kind of bond and the penal sum of same. The
tax prescribed by law must be pald before such spirits are removed from
the distillery premises or from general bonded warehouse in the casc¢ of
spirits transferred thereto, except as otherwilse provided by law.

Under such regnlations as the Commissioner, with the approval of the
Secretary, may prescribe, distilled spirits may hereafter be drawn from
receiving cisterns and deposited in distillery warehouses without having
aflixed to the packages containing the same, distillery warehouse stamps,
and such pac g, when so deposited in warehouse, may be withdrawn
therefrom on the original gauge where the same have remairned in such
warchouse for a period of not exceeding 30 days from the date of deposit.

Under such regulations as the Commissioner, with the “FE“’“’ of the
Secretary, may prescribe, the manufacture, warehousing, withdrawal, and
shioment, under the provisions of existing law, of ethyl aleohol for other
than (1) beverage ‘i’urposes or (2) use in the manufacture or production
of any article used or intended for use as a beverage, and denatured
alcohol may be exempted frem the provisions of section 3283 of the
Reviscd Statutes,
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The Commissioner, with the approval of the Seeretary, may by regu-
lations exempt distillers of ethyl alcohol for use in the production of
munitions of war or for other nonbeverage purposes from so much of the
provisions of sections 8264, 8285, or 3309 of the Revised Statutes, and
acts amendatory thereof, respecting the survey of distilleries, the period
of the filling and emptying of fermenting tubs, and assessments, as, in
his jndgment, may be expedient : Provided, That the bond prescribed in
section 3260 of the Revised Statutes shall, in the cases herein provided,
be in suct; sum and contain such further conditions as the Commissioner
may uire,

brrc?i}ﬂs That under such regulations as the Commissioner, with the
approval of the Secretary, may prescribe, ethyl alcohol of not less than
180 degrees proof, produced at any central distilling and denaturin
plant established under the provisions of subsection 2, paragraph N, o
Section IV of the act entitled “An act to reduce tariff duties and to pro-
vide revenue for the Government, and for other purposes,” approved
October 3, 1918, may be removed from such plant to any central denatur-
ing bonded warehouge for denaturation, or may, before or after denatura-
tion, be removed from such plant or from such denaturing bonded ware-
house, free of tax, for use of the United States or for shipment to any
nation while engaged against the German Government in the present war,
and the removal herein authorized may be made in such tank vessels,
tank cars, drums, cagks, or other containers as mar be approved by the
Commissioner. It shall be lawful under the regulations prescribed by
the Commissioner, with the approval of the Secretary, for an allowance
to be made for leakage or loss by unavoidable accident and without fault
or negligence of the distiller, owner, carrier, or his agents or employees,
which may occur during the transportation of such spirits or while the
same nre lawfully stored on elther of the premises herein preseribed.

Sge. 604, That upon all distilled spirits produced in or imported into
ihe United States upon which the internal-revenue tax now imposed by
law has been paid, and which, on the day after the passage of this act,
are held by any person and intended for eale or for use in the manufac-
ture or production of any article intended for sale, there shall be levied,
assessed, colleeted, and paid a floor tax equal to the difference between
the tax imposed by this act and the tax so paid.

Sec. 605. That in addition to the tax imposed by this act on distilled

irits and wines there shall be levied, assessed, collected, and pald, in
Hen of the tax imposed by section 304 of the revenue act of 1917, a tax
of 30 cents on each proof gallon and a proportionate tax at a like rate
on all fractional parts of such proof gallon on all distilled spirits or
wines hereafter rectified, purified, or refined in such manner, and on all
mixtures hereafter Prodnced in such manner, that the person so rectify-
ing, purifying, refining, or mixing the same is a rectifier within the mean-
ing of section 3244 of the Revised Statutes, as amended : Provided, That
th?a tax shall not apply to gin produced by the redistillation of a pure
spirlt over juniper berries and other aromaties.

Upon all such articles heretofore produced, and which on the day
after the passage of this act are held by any person and intended for
sale, there shail be levied, , collected, and paid a floor tax of 15
cenis on each proof gallon, and a proportionate tax at a like rate on
all fractional parts each proof gallon; and all such distilled spirits
so held and not contained in the distillers’ original stamped packages,
or in bottles or other containers bearing the distillers’ original labels,
shall for the purpose of this section be regarded as rectified spirits.

When the process of rectification is completed and the taxes pre-
geribed by this section have been paid, it shall be unlawful for the
rectifier or other dealer to reduce in proof or increase in volume such
spirits or wine by the addition of water or other substance; nothing
herein contained shall, however, prevent a rectifier from using again
in the process of rectiflication spirits already rectified and upon which
the taxes have theretofore been paid.

The taxes Imposed by this section shall not atiach to cordials or
ligueurs on which a tax is imposed and pald under section 611 or 613,
nor to the mixing and b g of wines, where such blending is for the
sole purpose of perfecting such wines according to commercial stand-
ards, nor to blends made exclusively of two or more pure straight
whiskies aged In wood for a peri not less than four years and
without the addition of coloring or flavoring matter or u{ other sub-
stance than pure water and if not reduced below 90 proof: Provided,
That such blended whiskles shall be exempt from tax under this seec-
tion only when compounded under the immediate supervision of a rev-
enue officer, in such tanks and under such conditions and supervision
as the commissioner, with the approval of the Secretary, may prescribe,

All distilled spirits or wines taxable under this section s be sub-
ject to uniform regulations concerning the use thereof in the manu.-
facture, blending, compounding, mixing, marking, branding, and sale
of whisky and rectified glﬂts, and no discrimination whatsoever shall
be made by reason of a difference in the character of the material from

which same may have been produced.

The business of a re-tifier of spirits shall be carried on and the
tax on rectified spirits shall be paid, under such rules, regulations, and
bgm;l’s gﬁ ma‘:r be prescribed by the commissioner, with the approval
of the Tetary.

Whoever violates any of the provisions of this section shall be deemed
to be guilty of a misdemeanor and, upon conviction, shall be fined not
more than $1,000 or imprisoned not more than two years, and shall, in
adidition, be liable to double the tax evaded, together with the tax, to be
collected by assessment or on any bond given.

SEc., 606. That hereafter collectors shall not furnish wholesale liquor
dealer's stamps in lieu of and in exchange for stamps for rectified
spirits unless the package covered by stamp for rectified spirits is to be
broken into smaller packages.

The commissioner, with the approval of the Becretary, is authorized
to discontinue the use of the followlng stamps whenever in his judgment
the interests of the Government will be subserved thereby :

Distillery warehouse, special bonded warehouse, special bonded re-
warel , general bonded wareh , general bonded retransfer, trans-
fer brandy, export tobacco, export cigars, export oleomargarine, and
ex;l‘ort fermented-lignor stamps,

EC. 607, That the commisggloner, with the approval of the Secretary,
is hereby authorized to require at distilleries, breweries, rectifying
houses, and wherever else in his judgment such action may be deemed
advisable, the installation of meters, tanks, pipes, or any other appa-
ratus for the '}JHJHOBE of protecting the revenue, and such meters, tanks,
and pipes and a ry labor incident thereto shall be at the ex-
pense of the person on whose premises the installation is required. Any
such person refusing or neglecting to install such apparatus wh 80
required by the commissioner shall not be pemtttez to mnduettgusi-
ness on such premises,

SEC. 608. That there shall be Jevied and collected on all beer, lager
beer, ale, porter, and other similar fermented liguor, containing one-
half of 1 per cent, or more, of alcohol, brewed or manufactured and

hereafter sold, or removed for consamption or sale, within the Unlted
States, by whatever name such liqguors may be called, in lieu of the
internal-revenue taxes now imposed thereon by law, a tax of $0 for
every barrel eontaiuing not more than 31 gallons, anc{ at a like rate for
any other tﬁantity or for the fractional parts of a barrel authorized and
defined b w, to be collected under the provisions of existing law.

SEc. 609. That from and after the passage of this act taxable fer-
mented liguors may be conveyed without ‘myment of tax from the brew-
ery prem where produced to a contiguous industrial distillery of
either class established under the act entltled “An act to reduce tariff
duties and to provide revenue for the Government, and for other pur-
poses,” approved October 3, 1013, to be used as distilling material, and
the residue from such distillation, containing less than one-half of 1
per cent of alr:oholp? volume, which s to be used in making beverages,
may be manipulat by cooling, flavoring, carbonating, settling, and
filtering on the distillery premises or elsewhere,

The removal of the taxable fermented liguor from the brewery to the
distillery and the operation of the distillery and removal of the residoe
therefrom shall be under the supervision of such officer or officers as the
Commissioner shall deem proper, and the Commissioner, with the ap-
¥,“'“‘ of the Secretary, is hereby anthorized to make such regulations

om time to time as may be necessary to give force and effect to this
section and to safeguard the revenue.

8ec. 610, That natural wine within the meaning of this act shall be
deemed to be the product made from the normal alcoholic fermentation
of the juice of sound, rI{Je grapes, without addition or abstraction, ex-
cept such as may occur in the usual cellar treatment of clarifying and
aging : Provided, however, That the product made from the julce of
sound, ripe gmpesnl&y complete fermentation of the must under proper
cellar treatment a corrected by the addition (under the supervision
of a gauger or storckeeper-gauger In the capacity of gauger) of a solu-
tion of water and pure cane, beet, or dextrose sugar (containing, respec-
tively, not less than 05 per cent of actual sugar, calculated on a dry
basis) to the must or to the wine, to correct natural deficiencles, when
such addition shall not inerease the volume of the resultant product
more than 35 per cent, and the resultant product does not contain
less five parts per thousand of acid ore fermentation and not
more than 13 per cent of alcohol after complete fermentation, shall
be deemed to be wine within the meaning of this aset, and ma; be
labeled, transported, and sold as * wine,” qualified by the name of the
locallty where produced, and may be further qualified by the name of
its own particular type or variety : And provided further, That wine as
defined in this section may be sweetened with cane sugar or beet su,
or pure condensed grape must and fortified under the provisions of this
act, and wines so sweetened or fortified shall be considered sweet wine
within the meaning of this act,

Sec. 611. That upon all still wines, including vermuth and all arti-
ficial or imitation wines c¢r compounds sold as still wine, which are here-
after produced in or imported into the United States, or which on the
day after the passnfe of this act are on any winery premises or other
bonded premises or in transit thereto or at any cuatomfwuse. there shall
be levied, collected, and paid, in lien of the internal-revenue taxes now
imposed thereon by law, taxes at rates as follows, when sold, or removed
for consumption or sale:

On wines containing not more than 14 Per cent of absolute aleohol,
16 cents per wine gallon, the per cent of alcohol taxable under this
section to be reckoned by volume and not by weight.

On wines eontaining more than 14 per cent and not exceeding 21 per
cent of absolute alcohol, 40 cents per wine gallon.,

On wines containing more than 21 per cent and not exceeding 24 per
cent of absolute aleohol, §1 per wine gallon,

All such wines contain ng more than 24 per cent of absolute alcohol
by vrgliumlc shall be classed as distilled spirits and shall pay tax
acco 'y

SEC. ngli That under such regulations and official supervision and
u&m the giving of such notices, entries, bonds, and other security as
the Commissioner, with the ;Fpmvnl of the Becretary, may prescribe,
any producer of wines defined under the provisions of this title may
withdraw from any fruit distillery or sipeclal nded warehouse grape
brandy or wine s iyrits for the fortification of such wines on the prem-

where actua lt{l made : Provided, That there shall be le and
assessed against the producer of such wines a tax (in lien of the
Internal-revenue tax now imposed thereon by law) of G0 cents per %root
gallon of grape brand{nor wine s.?trlts whenever withdrawn and here-
after so used by him the fortificatlion of such wines doring the pre-
ceding month, which assessment shall be paid by him within 10 months
from the date of notice thereof: Provided fuwrther, That nothing con-
talned in this sectlon shall be construed as exempting any wines, cor-
dlals, liqueurs, or similar compounds from the payment of any tax
provided for in this title,

BEc. 613, That upon the tn]]owt:g articles which are hereafter ,Sw'
duced in or Im into the United States, or which on the da ter
the this act on any winery premises or other bonded

o

rem Eg in transit ereto or at any customhouse, there shall be
ravied. collected, and paid taxes at rates as follows, when sold, or
removed for consumption or sale:

On each bottle or other container of champagne or sparkling wine,
12 cents on each one-half pint or fraction thereof.

On each bottle or other container of artificially carbonated wine,
G cents on each one-half pint or fraction thereof.

On each bottle or other container of liqueurs, cordials, or simllar
compounds, by whatever name sold or offered for sale, containing sweet
wine fortified with grape brandy, O cents on each one-half pint or
fraction thereof.

The tax imposed by this section shall, in the case of any article upon
which a corresponding internal-revenue tax is now imposed by law, be

in leu of such tax,

Sec. 614. That upon all articles ified in section G11 or G613 upon
which the internal-revenue tax now imposed by law has been pald and
which are on the day after the ?nssage of this sct held by any person
and intended for sale, there shall be levied, collected, and pald a floor
tax equ,ali‘tjo the difference between the tax imposed by this act and the
tax so paid.

BrC. Fl'ns. That upon all sweet wines held for sale by the producer
thereof upon the day after the passage of this act there shall be levied,
assessed, collected, and paid a floor tax equivalent to 30 cents per proof
g-rnlluuhumin the grape brandy or wine spirits used In the fortification
of such wine.

SEc. 616. That the taxes imposed by section 611 or 613 shall be paid
by stamp on removal of the wines from the custombouse, winery, or
other bonded place of storage for consumption or sale, and every person
hereafter producing, or having in his possession or under his control
when this title takes effect, any wines subject to the tax imposed in
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gection 811 or 613 shall file such notlee, describing the premises on
which such wines are produced or stored; shall execute a bond in such
form ; shall make su-h inventories under oath; and shall, prior to sale
or removal for consumption, afix to each cask or vessel containing such
wine such marks, labels, or stamps as the Commissioner, with the ap-

roval of the Becretary, may from time to time prescribe ; and the prem-
ses described in such notice shall, for the purpose of this act, be re-
garded as bonded premises. DBut the provisions of this seetion, exeept
as to payment of tax and the afixing of the required stamps or Ia.be{)l.
ghall not apply to wines held by retall dealers, as defined in.section
3244 of the Revised Statutes, nor, subject to regulations prescribed by
the Commissioner, with the approval of the Secretary, shall the tax
.imposed by section G611 apply to wines produced for the famlly use of
the duly registered producer thereof and not sold or otberwise removed
from the place of manufacture and not exceeding in any case 200 gal-
lons per year.

Bec. 617. That sections 42, 43, and 45 of the act entitled “An act
to reduce the revenue and equalize dutles on lm%orts, and for other
purposes,” apPro\rﬂl October 1, 1890, as amended section 68 of the
act entitled “An act to reduce taxation, to provide revenue for the
Government, and for other purposes,” approved August 27, 1894, are
further amended to read as follows:

* 8gc. 42, That any producer of pure sweet wines may use in the

reparation of such sweet wines, under such regulations and after the

ling of such notices and bonds, together with the keeping of such ree-
ords and the rendition of such reports as to materials and products as
the Commissioner of Internal Revenue, with the approval of the Secre-
tary of the Treasury, may prescribe, wine spirits produced by any duly
authorized distiller, and the Commissioner of Internal Revenue, in
termining the liahflity of any distiller of wine spirits to assessment
under section 3309 of the Revised Statutes, is authorized to allow such
distiller eredit in his computations for the wine spirits withdrawn to
be used in fortifying sweet wines under this act.

“ 8EC. 43, That the wine spirits mentioned in section 42 is the prod-
uct resulting from the distillation of fermented pe juice, to which
water may have becn added prior to, during, or after fermentation, for
the sole purpose of facilitating the fermentation and economical distil-
lation thereof, and shall be held to include the product from cfrnpea or
their residues commonly known as pe brandy, and shall include com-
mercial grape brandy which may have been colored with burnt s:gu'
or caramel ; and the pure sweet wine which may be fortified with wine
spirits under the provisions of this act is fermented or partially fer-
mented grape juice only, with the usual cellar treatment, and shall
contaln no other substance whatever introduced before, at the time of,
or after fermentation, except as herein egreasly provided : Provided,
That the addition of pure boiled or condensed grape must or pure
crystallized cane or beet sugar, or pure dextrose sugar containing, re-
:(pecti\-eiy. cot less than 95 per cent of actual sugar, calculated on a

ry basis, or water, or any or all of them, to the pure grape julce be-
fore fermentation, or to the fermented Produet of such grgae juiee, or
to both, prior to the fortification berein provided for, either for the
pu of perfecting sweet wines aceording to commercial standards
or for mechanical purposes, shall not Le excluded by the definition of
pure sweet wine aforesaid: Provided, however, That the cane or beet
sugar, or pure dextrose sugar, added for sweetening purposes shall not
be in excess of 11 per cent of the weight of the wine to be fortified:
And provided further, That the addition of water herein authorized
shall be under such regulations as the Commissioner of Internal Rev-
enue, with the approval of the Secretary of the Treasury, may from
time to time prescribe: Provided, however, That records kept in ac-
cordance with such regulations as to the percentage of saccharine, ncid,
aleoholie, and added water content of the wine offered for fortifieation
shall be open to inspection by any official of the Department of Aﬁl-
culture thereto duly authorized by the Secretary of fculture ; t
in no case shall such wines to which water has n added be eligible
for fortification under the provisions of this act, where the same, after
fermentation and before fortification, have an aleoholic strength of less
thg‘n 5 per cent of their volume,

SEC. 45. That under such regulations and official supervision, and
uFon the execution of such entries and the giving of such bonds, bills
of lading, and other necnrilgegs the Commissioner of Internal Revenue,
with the approval of the retary of the Treasury, shall prescribe,
any producer of pure sweet wines as defined by this act may withdraw
wine spirits from any sPecial bonded warehouse in original packa;
or from any registered distillery in any quantity not less than 80 e
gallons, and may use so much of the same as may be required by him
under such tions, and after the fillng of such notices and bonds
and the keeping of such records and the renditlon of such rts as
to materials and products and the disposition of the same as the Com-
missioner of Internal Revenue, with the approval of the Secretary of
the Treasury, shall preseribe, in fortifying the pure sweet wines made
by him, and for no other purpose, in accordance with the foregoing
limitations and provisions; and the Commissioner of Internal Revenue,
with the approval of the Secretary of the Treasury, Is authorized when-
ever he shall deem it to be necessary for the pregyention of violations
of this law to prescribe that wine spirits withdrawn under this section
shall not be used to fortify wines except at a certain distance pre-
scribed by him from any distillery, rec ing house, winery, or other
establishment used for producing or sto distilled spirits, or for
making or storing wines other than wines which are so fortified, and
that in the building in which such fortification of wines is practiced
no wines or spirits other than those permitted by this regulation shall
be stored in any room or part of the building in which fortification
of wines is practiced. The use of wine spirits for the fortifieation of
sweet wines under this act shall be under the immediate supervision
of an officer of internal revenue, who shall make returns describing
the kinds and quantities of wine so fortified, and shall affix such stamps
and seals to the packages containing such wines as may be prescribed
by the Commissioner of Internal Revenue, with the approval of the
Secretary of the Treasury; and the Commissioner of Internal Revenue,
with the approval of the Secretary of the Treasury, shall provide by
refulat!ona the time within which wines so fortified with the wine
gpirits so withdrawn may be subject to inspection, and for final ac-
counting for the use of such wine spirits and for rewarehousing or
for payment of the tax on any portion of such wine spirits which
remain not used in fortifylng pure sweet &1

Sec. 618. (a) That under such regulations and upon the execution
of such notices, entries, bonds, and other security as the commissioner,
with the approval of the Secrelary, may preseribe, domestic wines
subject to the tax imposed by section 611 may be removed from the
winery where produced, free of tax, for stora on other bhonded
premises or from such premises to other bond premises (but not
more than ope such additional removal sball be allowed), or for

exportation from the Unifed States or for use as distilling material
at any regularly reggsterad distillery : Provided, however, That the dis-
tiller using any such wine as material shall, subjeet to the provisions
of section 8300 of the Revised Statutes as amended, be held to pay
the tax on tha&i;odnct of such wines as will include both the aled-
holic strength rein produced by fermentation and that obtained
from the brandy or wine spirits added to such wines at the time of
fortification.

(b) Under regulations prescribed by the commissioner, with the
approval of the Secretary, it shall be lawful to produce grape wines
on bonded winer‘i premises by the usual method of fermentation, and
to transport and use the same, and like wines heretofore produced
and now stored on bonded winery premises, as ing material for
the production of nonbeverage spirits in the production of nonalecholie
wines containing less than one-half of 1 per cent of alcohol by volume
in any fruit brandy or industrial distill : Provided, That all alco-
holie spirits so obtained at any industrial distillery shall be denatured,
and n‘lIPapiﬂts g0 obtained at any frult distillery shall be removed and
usréd onl

.

for nonbeverage purposes or for denaturation.

19. That the collection of the tax on imported still wines
including wermuth, and sparkling wines, including cham e, and
on imported liqueurs, cordlals, and similar compounds, may made
within the discretion of the commissioner, with the approval of the
Secretary, by assessment Instead of by stamps.

Sec. 620, That whoever evades or attempts to evade any tax imposed
by sections 611 to 615, both inclusive, or any requirement of sections
610 to 621, both Inclusive, or regulation Issued pursuant thereio, or
whoever, otherwise than as provided in such sections, recovers or
attempts to recover any spirits from domestic or Imr})orted wine, or
whoever rectifies, mi:esi‘or compounds with distilled spirits any domestie
wines other than in the manufacture of liqueurs, cordials, or similar
compounds, shall, on conviction, be punished for each such offense
by a fine of not exceeding $5,006, or imprisonment for not more than
five years, or both, and In addition thereto by a penalty of double
the tax evaded, or attempted to be evaded, to be a and collected
in the same manner as taxes are assessed and collected, and all wines,

ts, liqueurs, ecordials, or similar compounds as to whicn such
violation oceurs shall be forfelted to the United States. But the pro-
visions of this section and the provisions of section 3244 of the
Revised Statutes as amended relating to rectification, or other internal-
revenue laws of the United States, shall not be held to apply to or
prohibit the mixing or blend.lnf of wines subject to tax under the
provisions of sections 611 to 615, both inclusive, with each other or
with other wines for the sole purpose of perfecti such wines ac-
cording to commercial standards: Provided, at nothing herein con-
tained shall be construed as prohibiting the use of tax-paid in or
other ethyl alcohol in the fortification of sweet wines as defined in
section Bly{l of this act and section 43 of the act entitled “An act to
reduce the revenue and equalize duties on imports, and for other
pu " approved October 1, 1890, as amended by this act.

C. 621, 'Iphat the commissioner, by lations to be approved by
the Secretary, may require the use of each it distillery of such spirit
meters, and such locks and seals to be affixed to fermenters, tanks, or
other vessels and to such Rif: connections as may in hls judgment be
necessary or expedient, an hereby aunthorized to assign to any such
distillery and to each winery where wines are to be fortified such number
of gaugers or storekeeper-gaugers in the capacity of ganrra as may be
necessary for the proper supervision of the manufacture of brandy or the
making or fortl ILEF of wines sub, to tax m%)osed by this section;
and the compensation of such officers shall no excee& $5 r diem
while so assigned, together with their actual and necessar veling
expenses, and also a reasonable allowance for their board bills, to be
fixed by the commissioner, with the uﬂ:rm&l of the Secretary, but not
to exceed $2.50 per diem for such board bills.

Sec. 622. That the commissioner, with the npgraval of the Secretary,
is hereby authorized to make such allowances for unavoidable loss of
wines while on storage or during cellar treatment as in his judgment
mnhy be just and proper.

®C. 623. That the second paragraph of section 3264 of the Revised
Statutes, as amended by section 5 of the act of March 1, 1879, and as
fur}l;ielr amended by the act of June 22, 1910, be amended =0 as to read
as OWS :

“ In all surveys 45 gallons of mash or beer brewed or fermented from
graln shall represent not less than 1 bushel of grain, and T gallons
of mash or beer brewed or fermented from molasses shall represent
not less than 1 gallon of molasses, except In distillerles operated on the
sour-mash prineciple, in which distilleries 60 lons of beer brewed or
fermented from ﬁjn shall represent not less than 1 bushel of grain,
and except that distilleries where the filtration-aeration process is
used, with the approval of {he Commissioner of Internal Revenue ; that
is; where the mash after it leaves the mash tub is through a
filtering machine before it is run into the fermenting tub, and only the
filtered llguor passes into the fermenting tub, there shall hereafter be
no limitattion upon the number of gsllons of water which may be unsed
in the process of mashing or flltration for fermentation; but the Com-
missioner of Internal Revenue, with the approval of the Secretary of
the Treasury, in order to protect the revenue, s! be authnrlzeg to

rescribe by regulation, to be made by him, such character of survey as
ge may find suitable for distilleries using such filtration-aeration proecess.
The provisions hereof relating to filtration-aeration process shall apply
only to sweet-mash distilleries.”

EC. 624. That under such regulations as the commissioner, with the
approval of the Secretari, may prescribe, alcohol or other distilled
spﬂ'its of a proof streng‘t! of mot less than 180 degrees intended for
export free of tax may drawn from receiving cisterns at any distil-
lery, or from storage tanks in any distillery warehouse, for transfer to
tanks or tank cars for export from the United States, and all provisions
of existing law relating to the exportation of distilled spirits not in-
consistent herewlth shail apply to spirits removed [or export under the
provisions of this act.

SEc. 625. That section 3255 of the Revised Statutes as amended b
the act of June 3, 1896, and as further amended by the act of March 2,
1911, be further amended so as to read as follows:

“Wepe, 8255. The Commissioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury, may exempt distillers of bran y
made exclusively from apples, peaches, grapes, pears, pineapples, or-
anges, apricots, berries, plums, pawpaws, persimmons, prunes, flgs, or
cherries from any provision of this ‘title relating to the manufacture of
spirits, except as to the tax thereon, when in his ju t it may
seem expedient to do so: Provided, That where, in the manufacture of
wine, artificial sweetening has been used the wine or the fruit pomace
residium may be used in the distillation of brandy, and such use shall
not prevent the Commissioner of Imternal Revenue, with the approval
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of the Secretary of the Treasury, from exempting such distiller from
any provision of this title relating to the manufacture of spirits, except
as to the tax thereon, when in his judiment it may seem expedient to
do so: And provided jurther, That the distillers mentioned in this
section may add to not less than 500 gallons (or 10 barrels) of grape
cheese not more than HOO gallons of a sugar solution made from cane,
beet, starch, or corn sugar, 95 per cent pure, such solution to have a
saccharine strength of not to exceed 10 per cent, and may ferment the
resultant mixture on a winery or distillery premises, and such fermented
product shall be regarded as distilling material.”

SEc. 626. That distilled spirits known commercially as gin of not
less than 80 per cent proof may at any time within eight years after
entry in bond at any distillery be bottled in bond at such distillery for
export without the payment of tax, under such rules and tions
as the commissioner, with the approval of the Secretary, may prescribe,

Sgc. 627. That section 3354 of the Revised Statutes as amended by
}hle net approved June 18, 1890, be, and is hereby, amended to read as
ollows :

* Bec. 33564, Everfr ﬁersou who withdraws any fermented liquor from
any hogshead, barrel, keg, or other vessel uron which the proper stamp
has not been affixed for the purpose of bottling the same, or who carries
on or attempts to carry on the business of bottling fermented liquor in
any brewery or other place in which fermented liquor is made or upon
any premises having communication with such brewery, or any ware-
house, shall be liable to a fine of $300, and the property used in such
bottling or business shall be liable to forfeiture: Provided, however,
That tg'is section shall not be construed to prevent the withdrawal and
transfer of unfermented, partially fermented, or fermented liquors
from any of the vats in any brewery by way of a pipe line or other
condnit to another bullding or place for the sole purpose of bottling
the same, such pipe line or conduit to be constructed and operated in
such manner and with such cisterns, vats, tanks, valves, cocks, faucets,
and gauges, or other utensils or apparatus, either on the premises of
the brewery or the bottling house, and with such changes of or addi-
tions thereto, and such locks, seals, or other fastenings, and under such
rules and regulations as shall be from time to time prescribed by the
Commissioner of Internal Revenue, subject to the approval of the
Secretary of the Treasury, and all locks and seals prescribed shall be
provided by the Commissioner of Internal Revenue at the expense of
the United States: Provided further, That the tax imposed in section
3339 of the Revised Statutes shall be paid on all fermented liquor re-
moved from a brewery to a bottling house by means of a pipe or con-
duit, at the time of such removal, by the cancellation and defacement,
by the eollector of the district or his deputy, in the presence of the
brewer, of the namber of stamps denoting the tax on the fermented
liquor thus removed. The stamps thus canceled and defaced shall be
disposed of and accounted for in the manner directed by the Commis-
sioner of Internal Revenue, with the approval of the Becretary of the
Treasury. And any violation of the rules and regulations hereafter
presceribed by the Commissioner of Internal Revenue, with the approval
of the Secretary of the Treasury, in pursuance of these provisions
shall be subject to the penaltles above provided by this section.
Every owner, agent, or superintendent of any brewery or bottll!;ﬁ
house who remo or connives at the removal of, any ferment
liguor through a fpe line or conduit without payment of the tax
thereon, or who attempts in any manner to defraud the revenue as
above, shall forfeit all the liquors made by and for him, and all the
vessels, utenslls, and apparatus used in making the same.

Sgc. 628. That there shall be levied, nssessed, collected, and paid in
llen of the taxes imposed by sections 313 and 315 of the revenue act
of 1917—

(ll)I Uponthallerbema dms \irlwllh or in rt :t;oin cereﬂlst 05
substitutes therefor and con ess than one-) o per cent of
1d by the manufacturer, producer, or importer, in bottles
or other closed con’ , & tax equivalent to 15 per cent of the price
for which so sold ; and upon all ginger ale, root beer, sarsaparilla, pop,
artificial mineral waters (carbonated or mot carbonated), other car-
bonated waters or beverages, and other soft drinks (except fruit or

julce), sold by the manufacturer, producer, or importer, in
bottles or other closed contalners, a tax equivalent to 10 per cent of
the price for which so sold ; and

(b) Upon all natural mineral waters or table waters sold by the

producer, bottler, or importer thereof, in bottles or other cl con-
tainers, n tax equivalent to 5 per cent of the price for which so sold.
* Sgc. 629, That each manufacturer, producer, bottler, or importer of
any of the articles enumerated in section 628 shall make monthly
returns under oath in duplicate and pay the taxes imposed in respect
to such articles by such sectlon to the collector for the district inm
which is located the principal place of business, containing such infor-
mation necessary for the assessment of the tax, and at such times and
in such manner as the commissioner, with the approval of the Secre-
tary, may by regulation prescribe.

'i‘{he tax shall, without assessment by the commissioner or notice
from the collector, be due and payable to the collector at the time so
fixed for filing the return. If the tax is not paid when due there
shall be added as part of the tax a penalty of § per cent, together with
interest at the rate of 1 per cent for each full month, from the time
when* the tax became dune.

Sgc. 630, That on and after , ———, there shall be levied,
assessed, collected, and paid a tax of 1 cent for each 10 cents or frac-
tion thereof of the amount paid to any Erson conducting a soda
fountain, ice-cream parlor, or other similar ce of business, for drinks
commonly known as soft drinks, compounded or mixed at such place
of business, or for ice cream, ice-cream sodas, sundaes, or other similar
articles of food or drink, when anf of the above are sold on or after
such date for consumption in or in proximity to such place of busi-
ness. Such tax shall be pald by the purchaser to the vendor at the
time of the sale and shall be collected, returned, and pald to the
United States by such vendor in the same manner as provided in
section 502.

Titne VII.—TAx oN ClcArs, ToBACCO, AND MANUFACTURES THERROF,

Sec. 700. (a) That ugon cigars and cigarettes manufactured in or
imported into the United States, and hereafter sold by the manufac-
turer or importer, or removed for consumption or sale, there shall be
levied, collected, and paid under the provisions of existing law, in
lien of the internal-revenue taxes now imposed thereon by law, the
following taxes, to be paid by the manufacturer or importer thereof :

On cigars of all descriptions made of tobacco, or any substitute
therefor, and weighing not more®*than 3 pounds per thousand, $1.50
per thousand ;

further packages with a difference between each

On cigars made of tobarco, or any substitute therefor, and weighing
more than 3 pounds per thousand, if manufactured or imported to
retail at not more than O cents each, $4 Per thousand ;

If manufactured or imported to retail at more than 5
and not more than 8 cents each, $5.40 per thousand :

If manufactured or imported to retail at more than 8 cents each
and not more than 15 cents each, $9 per thousand;

If manufactured or imported to retail at more than 13 cents each
and not more than 20 cents each, $12 per thousand ;

If manufactured or imported to retail at more than 20 cents cach,
$15 per thousand;

On cigarettes made of tobacco, or any substitute therefor,
weighing not more than 3 pounds per thousand, $£2.90 per thousand ;

Welzhing more than 3 pounds per thousand, $7.20 per thousand.

(k) Whenever in this section reference is made to cigars manufac-
tured or Imported to retail at not over a certain price each, then in
determining the tax to be paid regard shall be had to the ordinary
retail price of a single clgar.

(¢) The commissioner may, by regulation, require the manufacturer
or Im%orter to affix to each box, package, or container a conspicuous
label indicating the clause of this section under which the cigars
therein contained have been tax-paid, which must correspond with the
tax-paid stamp on such box or cuntainer.

(d) Every manufacturer of cigarettes (including small cigars weigh-
i.nf not more than 3 pounds per thousand) shall put up all t ciga-
rettes and such small cigars that he manufactures or has manufactured
for him, and sells or removes for consumption or sale, in packa, or
parcels containing 5, 8, 10, 12, 15, 16, 20, 24, 40, 50, 80, or IUJ ciga-
rettes each, and shall securely affix to each of such packages or par-
cels a suitable stamp denoting the tax thereon and shall properly can-
cel the same prior to such sale or removal for consumption or sale
under such regulations as the commissioner, with the approval of the
Secretary, shall prescribe; and all cigarettes imported From a forelgn
country shall be packed, stamped, and the stamps canceled in a like
manner, in addition to the import stamp Indicating inspection of the
customhouse before they are withdrawn gherefrom.

Sec. T01. (a) That upon all tobacco and snuff manufactured in or
imported into the United States, and hereafter sold by the manufae-
turer or importer, or removed for consumption or sale, there shall be
levied, collected, and pald, in lleu of the internal-revenue taxes now
imposed thereon by law, a tax of 18 cents per pound, to be paid by the
manufacturer or importer thereof.

(b) Section 3362 of the Revised Statutes, as amended, is hereby
amended to read as follows:

“ BEc. 3362. All manufactured tobacco shall be put up and prepared
by the manufacturer for sale, or removal for sale or consumption, in
packages of the following description and in no other manner:

“All smoking tobacco, snuff, fine-cut chewing tobacco, all eut and
Emu.lated tobaceo, all shorts, the refuse of fine-cut chewing, which

as passed through a riddle of 36 meshes to the square inch, and all

refuse scraps, cll:ﬁlnsa. cuttings, and sweegg&gs of tobacco, and all
other kinds of tobacco not otherwise provi for, in packages con-
taining on hth of an ounce, th of an ounce, and further
packages with a difference between each package and the one next
gmaller of one-eighth of an ounce up to and including 2 ounces, and
ckage and the one
next smaller of one-fourth of an ounce up to and including 4 ounces,
and packa of b ounces, 6 ounces, T ounces, 8 ounces, 10 ounces, 12
ounces, 14 ounces, and 16 ounces: Provided, That snuff may, at the
option of the manufacturer, be put up in Dbladders and in jars contaln-
ing not exceeding 20 poum

‘All cavendisb, plug, and twlst tobacco, in wooden packages not
exceeding 200 pounds net weight,

“And every such wooden package shall bhave printed or marked
thereon the manufacturer’s name and place of manufacture, the regis-
tered number of the manufactory, and the cfross welght, the tare, and
the net welght of the tobacco in each package: ed, That these
limitations and desecriptions of pa ghall not mly to tobacco and
snuff transported in bond for exportation and actually rted: And
provided further, That perigue tobacco, snuff flour, fine-cut shorts, the
refuse of fine-cut chewing tobacco, refuse scraps, clippings, cuttings,
and sweepings of tobacco, may be sold in bulk as material, and without
the payment of tax, by one manufacturer directly to another manufac-
turer, or for export, under such restrictions, and regulations as
the Commissioner of Internal Revenue may prescribe: And provided
further, That wood, metal, paper, or other materials may be used aega-
rately or in combination for packing tobacco, snuff, and cigars, under
mﬂ:’.mhﬂms as the Commissioner of Internal Revenue may estab-

Sec., 702, That upon all the articles enumerated in section 700 or
701, which were manufactured or lmgrted. and removed from factory
or customhouse on or prior to the date of the passage of this act, and
upon which the tax lmyﬁosed by existing law has been paid, and which
are, on the day after the passage of this act, held by any person and
intended for sale, there shall be levied, assessed, callected),' and pald a
floor tax equal to the difference between (a) the tax imposed by this
act upon such articles according to the class in which they are placed
by this title, and (b) the tax imposed upon such articles by existing
law other than section 403 of the revenue act of 1917.

In the ease of any person making due return as required by the
commissioner of the stock of all such articles on such date so held by
him, the tax imposed by this section shall apply only to the excess of
manufictured tobacco and snuff over 50 pounds, to the excess of cigars
over 1,000, and to the excess of cigarettes over 3,000.

SEC. 703. That there shall be levied, collected, and pald, in llen of
the taxes imposed by section 404 of the revenue act of 1917, upon
cigarette paper made up into packages, books, sets, or tubes, made up
in or imported into the United States and bereafter sold by the manu-
facturer or importer to any person (other than to a manufacturer of
cigarettes for use brv him in the manufacture of cigarettes) the follow-
ing taxes, to be paid by the manufacturer or importer: On each pack-
age, book, or set, containing more than 25 but not more than 50
papers, one-half cent; containing more than 50 but not more than
100 papers, 1 cent; containing more than 100 papers, one-half cent
for each 50 papers or fractional part thereof; and upon tubes, 1 cent
for each 50 tubes or fractional part thereof.

Every manufacturer of cigarettes dpnmhaslng any cigarette paper
made up into tubes (a) shall give bond in an amount and with sureties
satisfactory to the commissioner that he will use such tubes in the
manufacture of cigarettes or pay thereon a tax equivalent to the tax
imposed by this section, and (b) shall keep such records and render
under oath such returns as the commissioner finds necessary to show

cents each

and
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the disposition of all tubes purchased or imported by such manu-
facturer of cigarettes,
EC., 704, That section 35 of the act of August 5, 19090, be, and is
hereby, repealed, to take effect April 1, 1019,
That section 8360 of the Revised Statutes be, and ig hereby, amended

to read as follows:

‘“ Bre. 8360, “i) Every dealer in leaf tobacco  shall file with the
collector of the district in which his business iz carried on, a state-
ment in doplicate, subscribed under oath, setting forth the place, and
it in a city, the street and number of the street, where business
is to be carried on, and the exact location of each place where leaf
tobacco is held by him on gtorage, and, whenever he adds to or dis-
continues any of his leaf tobacco storage places, he shall give immedi-
ute notice to the collector of the district in which he s re A

“ Every such dealar shall give a bond with surety, satisfactory to,
and to be approved by, the collector of the district, in such penal sum
as the collector may require, not less than $500; and a new bond may
be required In the discretion of the collector or under instructions of
the commissioner.

* Every such dealer shall be assigned a number by the collector of
the distriet, which number shall appear in every inventory, invoice,
and mtgort rendered by the dealer, who shall also obtain certificates
from the collector of the district setting forth the place where his
business is earrled on and the places designated by the dealer as the
places of storage of his tobacco, which certificates shall be posted
congpicuously within the dealer’s registered place of business, and
within each designated place of storage.

“* (b) I-Jvex‘*_yi] dealer in leaf tobacco shall make and deliver to the
collector of the district a true inventory of the quantity of the dif-
ferent kinds of tobacco held or owned, and where stored by him, on
the 1st day of January of eaeh year, or at the time of commencing
nnd at the time of coneluding business, if before or after the 1st day
of January, such inventory to be made under oath and rendered in
such form as may be preseribed by the commissioner,

“ Every dealer in leaf tobacco shall render such invoices and ke-:ﬁ
such records as shall be preseribed by the commissioner, and sh
enter therein, day by day, and vpon the same day on which the eir-
cumstance, thing, or act to be recorded is done or occurs, an accurate
account of the number of hofﬂheads, tierces, cases, and bales, and
gquantity of leaf tobacco contained therein, purchased or received by
him, on assignment, consignment, for stomdge by transfer, or other-
wise, and of whom purchased or received, an the number of hogsheads
tierces, cases, and bales, and the quantity of leaf tobacco contained
therein, sold by him, with the name and residence in each instance of
the person to whom sold, and if shi , to whom shipped, and to
what district; such records shall be ept at his place of business at
all times and preserved for a period of two years, and the same shall
be open at all hours for the inspection of any internal-revenue officer

or agent.

“aﬁve dealer in leaf tobacco on or before the 10th day of each
month, shall furnish to the collector of the district a troe and com-
lete report of all purchases, receipts, sales, and shipments of leaf
obacco madeelay him doring the month next preceding, which report
shall be verified and rendered in such form as the commissioner, with
the approval of the Secretary, shall prescribe.

"lSc)beSnlea or shipments of leaf tobacco bi a dealer in leaf tobacco
sha in qjuanti es of not less

na ree, case, or
bale, except loose leaf tobacco comprising the breaks on warehouse
floors, and except to a duly registered manufacturer of cigars for use

in his own manufactory exclusively.
*“ Dealers in leaf tobacco shall make shipments of leaf iobacco omly
to other dealers in leaf tobacco, to registered manufacturers of tobacco,

ennff, cigars or fn.m , or for export.

“(ﬂ% n all leaf tobacco sold, removed, or shi by any dealer

in leaf tobacco in violation of the provisioms of subdivisilon (¢), or in

t to which no report has been made by such dealer in aecord-

ance with the provisions of subdivision ( {]: there shall be levied, as-

sessed, collec and paid a tax equal to the tax then in force upon

ctured tobacco, such tax to be assessed and collected in the same
tobacco,

"(eg Every -

“{1) who neglects or refuses to furnish the statement, to give bond,

to keep books, to fille inventory, or to render the invoi returns, or
reports required by the commissloner, or to notify the collector of the
district of additions to his places of siorase s or :
"{2; who ships or delivers leaf tobacco, except as herein provided ; or
“(3) who fraudulently omits to account for tobacco purchased, re-
celved, sold, or shipped ; 5
shall be fined not less than $100 or more than $500, or imprisoned not
more than one year, or both,

“(f) For the purposes of this section a farmer or grower of tobacco
ghall not be regarded as a dealer in leaf tobacco in respect to the leaf
tobaeco produced by him.”

TiTLE VIII—TAX 0N ADMISSIONS AXD DTUES.

Sec. 800. (a) That from and after —————, ——, there shall be
levied, assessed, collected, and ?aid in lieu of the taxes imposed by
section 700 of the revenue act of 1917—

(1) A tax of 1 cent for each 10 cents or fraction thereof of the
amount paid for admission to any place on or after such date, including
admission by season ticket or subscription, to be paid by the person
paying for such admission ;

(2) In the case of persons (except bona fide employees, municipal
officers on official business, persons the military or naval forces of
the United States when in uniform, and children under 12 [
age) admitted free or at reduced rates to lace at a time when
and under circumstances under which an ad n charge is made to
other ns, a tax of 1 cent for each 10 cents or fraction thereof of
the price so char to such oiher persons for the same or similar ac-

commodations, to be paid ?li the n s0 admitted ;
(8) Upon tickets or cards of a on to theaters, operas, and other
places of amusement, sold at news stands, hotels, andm;iaces other

than the ticket offices of such theaters, Operas, or other places of amuse-
ment, at not to exceed 50 cents in excess of the sum of the established
price therefor at such ticket offices plus the amount of any tax im-
under paragraph (1), a tax equivalent to 10 per cent of the
amount of such excess: and if sold for more than GO cents in excess
of the sum of such established gice plus the amount of any tax im-
under Enragra h (1), a tax equivalent to 50 per cent of the
whole amount of such excess, such taxes to be returned and pald, in
the menner provided in section 903, by the person selling mhg?ckeu;
(4) A tax equivalent to 50 per cent of the amount for which the
proprietors, managers, or employeea of any o house, theater, or
otaer place of amusement sell or dispose ofv tickets or cards of admis-

gion in excess of the regular or established price or charge therefor, such
tax to be returned and paid, in the manner provided in section 903,
by the Ipernon selling such tickets;

(5) In the case of persons having the permanent use of boxes or
geats in an opera house or any place of amusement or a lease for the
use of such box or seat in such opera house or place of amusement (in
lien of the tax imposed by ?msra (l}kna tax equivalent to 10 per
cent of the amount for which a similar or seat is sold for each
performance or exhibition at which the box or seat is used or reserved by
or for the lessee or holder, such tax to be pald by the lessee or holder;

an

(6) A tax of 1 cent for each 10 cents or fraction thereof of the
amount pald for admission to any public performance for profit at any
roof garden, eaba or other ilar entertainment, to which the
charge for admission is wholly or in part included in the price paid for
refreshment, service, or merchandise ; the amount paid for such admis-
sion to be deemed to be 20 per cent of the amount 'gnld for refreshment,
service, and merchandise ; such tax to be paid by the person paying for
mli!l:)rergresthmegiusegl?e.ﬂ% m o tﬂnﬂ

o tax & under s title In respect to il

sions all the proceeds of which inure exclusively to thaalx:gnegéu i:t-
religious, educational, or charitable institutions, societies, or organi-
zations, or organizations conducted for the sole purpose of malntaining
symphony orchestras and recel substantial support from voluntary
contributions, or exclusively to the benefit of persons in the military
or naval forces of the United States, or admissions to agricultural fairs
none of the profits of which are distributed to starkhoigrs or members
of the association conductinq the same.

(c) The term * admission™ as used in this title includes geats and
tables, reserved or otherwise, and other similar accommodations, and.
th?ac)m The niade(theﬁ;?r' £ the tax to be pald

e price (exc ve o ax to by the person payin
for admission) at which every admission ﬂlI:,:et og cardpfs solﬂp syh.aﬁ
be consplcuoul! and Inde.llbliy printed, stam?ed. or written on the face
or back thereof, ti er with the name of the vendor if sold other
than at the ticket office of the theater, opera, or other place of amuse-
ment, Whoever sells an admission ticket or card on which the name
of the vendor and price is not so printed, stam or written, or at a
price in excess of the price so printed, s . or written thereon, is
gullty of a eanor, and upon conviction thereof shall be fined

not more than $100.

Src. 801. That from and after there shall be levied, assessed,
collected, and tpa.ld in lien of the taxes imroﬂed by section 701 of the
revenue act of 1917, a tax equivalent to 10 per cent of any amount
sllﬂ on or after such date, for any after such date, (a) as

ues or membership fees (wfnm the dues or fees of an active resident
annual m are in excess of §10 per year) to any soclal, athletie,
or sporting club or o tion, or (b) as initiation fees to such a
elub or organization, such fees amount to more than $10, or if the
dues or membership fees (not including initiation fees) of an active
resident annual member are in excess of $10 per ; such taxes to
w by the person pglng such dues or fees: , That there
be exempted from the provisions of this section all amounts paid
a8 dues or fees to a fraternal society, order, or association ng
under the lodge system. In the case of life memberships a life member
shall pay anon , At the time for the payment of dues by active
resident annual members, a tax equivalent to the upon amoun
aid by such a member, but shall pay no tax upon the amount paid for
e meR02. That ) receiving nts for such
C. ! at every persom (a \¢ any payme: or suc!
admission, dues, or fees shall ctslect the moun{ of the tax imposed
h&:jecﬂon 800 or 801 from the person making such payments, or (b)
a tting any person free to any place for admisslon to which a
charge is made, shall collect the amount of the tax imy by section
om the %eraon g0 admitted. Every club or organization having
life members shall eollect from such members the amount of the tax
imposed by section 801. In all the above cases returns and payments
of the amount so collected shall be made at the same time and in the
same manner as provided in section 502.

TitLe IX.—EXCISE TAXES.

Bec. 900, That there shall be levied, assessed, collected, and paid,
upon the following articles sold or leased by the manufacturer, pro-
ducer, or rter, & tax equivalent to the following percentages of
thelprice for which so sold or 1

(1) Automobiles, motorcycles, automobile trucks, automobile wagons,
or tractors, § per cent;

Tires, inner tupes, parts, or accessories, for any of the articles
enumerated in subdivision (1), sold to any person other than a manu-
facturer or producer of any of the articles enumerated in subdivision

a D
(1), b6 ger cent;
(ﬁ) ianos, organs (other than pipe organs), plano players, lfrn{.ﬂ:cm-
?hones. phonographs, talking mac , M xes, and records used
n connection with any musical instrument, plano player, graphophone,
or talking machine, 5 per cent;
es, skates, snow-

paddles and cushions, polo mallets, base-

8, protectors, shoes and uniforms, footbail hel-

mets, harness, and goals, asket-ball goals and uniforms, %nll bags and

cks, balls of all kinds, 1‘m:lr.'|ﬂ,lnil bas: 18, footballs,

billiard and 1 balls, fishing rods and reels,

2 ria les, ch%as m:lt qiheyll:ker boards s.nd h&lleces. v.:ice.

mes and parts of games (ex playing cards and c ren's toys

?nd games), and all glmilar arﬂete:?es commonly or commercially known
as rt!n%rlgoods. 10 per cent;

ng gum or substitutes therefor, 3 per cent;

Che
8) Cameras, 10 cent :
;Ti Photographic pﬁms and plates, other than moving-picture films,

per cent
8) Candy, 5 per cent;
9) Firearms, shells, and cartridges, except those sold for the use
of the United States, any State, Territory, or possession of the United

States, any political subdivision thereof, the District of Columbia, or

auntomobile
(2)

5

any foreign coun while against the German Government in
the present war, 10 per cent;

0) Hun and bowie kni 10 per cent;

11) Dirk ves, daggers, sword canes, gtilettos, and brass or metal-
lie tnu%oo cent ;

12) Pol le electric fans, 5 cent ;

8) Thermos and thermostatie bottles, carafes, jugs, or other

thermostati

c containers, 6 per cent;
(14) Cigar or clgaretia holders and pipes, composed wholly or in part
of meerschaum or amber, humidors, and smoking stands, 10 per cent;
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(15) Auntomatic slot-device weighing or vending machines, 5 per cent;
if the manufacturer, producer, or importer of any such machine op-
erates it for profit he shall pay a tax in respect to each such machine
put into operation equivalent to 5 per cent of its fair market value;

{16) Liveries and livery boots and hats, 10 per cent;

{1';’) Hunting and shooting garments and riding habits, 10 per cent;

18) Articles made out of any fur, or articles of which fur ig the
comi)onent material of chief value, 10 per cent;

(19) Yachts and motor boats; and pleasure boats and canoes if sold
for more than $15, 10 391' cent ; and

(20) Toilet soaps and toilet-soap powders, 3 per cent,

If any manufacturer, producer, or importer of any of the articles
enumerated in this section customarily sells such articles both at whole-
sale and at retail, the tax in the case of any article sold by him at
retail shall be computed on the price for which like articles are sold by
him at wholesale,

The taxes imgosed by this section shall, in the case of any article in
respect to which a corresponding tax is imposed by section 600 of the
revenue act of 1916, be in lieu of such i1

SEc. D01. That if any person manufactures, produces, or imports any
article enumerated in sectlon 900, or leases or licenses for exhibition
any positive motion-picture film containing a picture ready for projec-
tion, and, whether through any agreement, arrangement, understand-
h"f‘ or otherwise, sells, leases, or licenses at less than the falr market

rice obtainable therefor, either (a) in such manner as directly or
ndirectly to benefit such person or any person di or indirectly
interested in the business of such person, or (b) with intent to cause
such benefit, the amount for which such article is sold, leased, or
licensed shall be taken to be the amount which would have been re-
ceived from the sale, lease, or license of such article if sold, leased, or
licensed at the fair market price.

Sec. 902, That there shall be levied, assessed, collected, and pald
upon sculpture, paintings, statuary, art porcelains, and bronzes, sold by
any person other than the artist, and upon antique furniture sold by
any person, a tax equivalent to 5 per cent of the price for which so
sold. This section shall not apply to the sale of any such article to an
educational institution or art museum.

SEc. 003. That every person liable for any tax imposed by section
900, 902, or 905 shall make monthly returns under oath in duplicate
and pay the taxes imposed by such sections to the collector for the dis-
trict in which is located the principal place of business, Such returns
shall contain such information and be made at such times and in such
manner as the commissioner, with the approval of the Secretary, may
by regulations prescribe,

The tax shall, without t by the issioner or notice from
the collector, be due and g:lynble to the collector at the time so fixed
for filing the return. If the tax is not paid when due there shall be
added as part of the tax a penalty of 5 per cent, together with interest
at the rate of 1 per cent for each full month, from the time when the

tax became due.

Sec. 905. (:3 That on and after November 1, 1018, there ghall be
levied, assessed, collected, and paid a tax equivalent to 20 per cent of
g0 much of the amount paid for any of the following articles as is in
excess of the price hereinafter specified as to each such article, when
such atticle s sold on or after such date for consumption or use—

(1) Carpets and including fiber, except imported and American
rugrad made principally of wool, on the amount in excess of $3 per square
yard ;

(2) Picture frames, on the amount in excess of $10 each;
8) Trunk b0

i 8, on the amount in excess of each ;
4) Valises, traveling b sult cases, hat boxes used by travelers,
and fitted toilet cases, on the amount in excess of $25 each;
g etbooks, shopping and hand bags, on the amount In

excess of ST.& each ;

(6) Portable lighting fixtures, including lamps of all kinds and lamp
shades, on the amount in excess of $25 each:;
54(” hmhre!!ns, parasols, and sun shades, on the amount in excess 9t

each ;
8} Fans, on the amount in excess of $1 each;

9) House or smo coats or jackets, and bath or lounging robes,
on the amount in excess of $7.50 each;

(10) Men's waistcoats, sold geparately from suits, on the amount in
excess of $5 each;

(11) Men’s and boys' suits or overcoats, not inc‘luding uniforms of
officers in the military or naval forces of the United States, on the
amount in excess of r‘lyﬁt'.‘ each ;

(12) Women’s and misses’ suits, cloaks, and coats, on the amount in
excess of $50 each, or, when made up by a tailor or seamstress, on the
amount in excess of $50 in value each;

(13) Women's and misses’' dresses, on the amount in excess of $40
each, or, when made up hi a tallor or seamstress, on the amount in
excess of $40 in value each;

(14) Women's and misses’ hats, bonnets, and hoods, on the amount in
excess of $15 each;

15) Men’s and boys' hats, on the amount in excess of $5 each .

16) Men's and boys’ caps, on the amount in excess of $2 each;

17) Men’s, women's, ', and boys’ boo sl:oes{ pumps, and
shoes or appliances made to order for any person

slippers, not includin

gllag :;gra :fll‘?pled or deformed foot or ankle, on the amount in excess of

X (8128 {mche::'s and boys' neckties and neckwear, on the amount in excess
(19) Men's and boys’ silk stockings or hose, on the amount in excess

ot (szlt) l{“gﬁ:g:r;n's and misses’ silk stockings or hose, on the amount in

excess of $2 per pair;

(21) Men’s shirts, on the amount in excess of $3 each;
(22) Men's, women's, misses’, and boys’

gajamas. nightgowns, and
underwear, on the amount in excess of $5 each; and

(]23) Kimonos, petticoats, and waists, on the amount in excess of $15
each.

(b) The tax imposed by this section shall not apply to any article
enumerated in Immigrnphs (2) to (8), both inclusive, of subdivision
(a), if such article is made of, or ornamented, mounted, or fitted with,
precious metals or imitations thereof or ivory, or to any article enu-
merated in subdivision (20) or (21) of section 900,

(¢) The taxes imposed by this section shall be paid b{eéhe purchaser to
the vendor at the time of the sale and shall be collected, returned, and
paid to the United States by such vendor in the same manner as pro-
vided in section 5O2. As used this subdivision the term ** vendor
includes a tallor or dressmaker making up women's or misses' suits,
cloaks, coais, or dresses.

3 e b G ?émi i :
assessed, collected, an (In lien of the tax imposed by subdivision
(e) of sectlon 600 of tf: revenue act of 1917) upon all grticles com-
monly or eommercially known as jewelry, whether real or imitation ;
pearls, precious and semiprecious stones, and imitations thereof; arti-
cles made of, or ornamented, mounted, or fitted with, precions metals or
imitations thereof or ivory (mot including surgical instruments) .
watches; clocks; opera ginsses; lorgnettes; marine glasses; field
es; and binoculars; upon any of the above when sold by a dealer
or consumption or use, a tax equivalent to 5 per cent of the price for
which so sold.

Every person selling any of the articles enumerated in this section
shall make returns under oath in duplicate (monthly or quarterly, as
the commissioner, with the approval of the Secretary, ma prescribe)
and pay the taxes imposed in respect to such articles by thfs section fo
the collector for the district in which is located the principal place of
business. Such returns shall contain such information and be made at
such times and in such manner as the commissioner, with the approval
of the Secretary, may by regulations l?rescrlbe.

The tax ghall, without assessment by the commissioner or notice from
the collector, be due and payable to the collector at the time so fixed
for filing the return. If the tax is not paid when due, there shall ba
added as fmrt of the tax a penalty of § per cent, together with interest
at the rate of 1 per cent for each full month from the time when the
tax became due.

SeEc. 907. That on and after the 1st day of
engaged in the business of leasing or licensing for
motion-picture films containing pictures ready for projection shall ay
monthly an excise tax in to carrylng on such business equal to
5 per cent of the total rentals earned from each such lease or license
during the preceding month., If a person owning such a film exhibits
it for profit he shall pay a tax equivalent to 5 per cent of the fair rental
or license value of such film at the time and place where and for the

eriod during which exhibited. If any such person has, prior to Decem-

r G, 1918, made a bona fide contract with any person for the lease
or licensing, after the tax imposed by this section takes effect, of such
a film for exhibition for l?mﬂt, and if such contract does not permit the
adding of the whole of the tax imposed by this section to the amount to
be under such contract, then the lessee or licensee shall, in lieu of
the lessor or licensor, pay so much of such tax as is not so permitted to
be added to the contract price. The tax imposed by this section shall
be in lien of the tax Imposed by subdivisions (¢) and (d) of seetion GOO
of Stge rgggnu(e :;ctmgrtl 1T, VR

C. . (& at on and after — —— , there shall be
levied, assessed, collected, and paid (in lieu of the taxes im by sub-
divisions (g) and (h) of section 600 of the revenue act of 1917) a tax of
1 cent for each 25 cents or fraction thereof of the amount paid for any
of the following articles when sold by a dealer on or after such date for
consumption or use:

, there shall be levied,

1919, any person
exhibifion positive

fumes, essences, extracts, toilet waters, cosmetics, trolenm
jellles, hair olls, pomades, hair dressings, hair restoratives. hair dyes,
tooth and mouth washes, dentifrices, tooth pastes, aromatic cachous,

tollet powders (other than soap powders), or any similar substance,
article, or preparation by whatsoever name known or distinguished, any
of the above which are used or applied or intended to be used or applied

for toile}l& Ses ;

(2) P g:bleta. wders, tinctures, troches or lozenges, sirups,
medicinal cordials or bitters, anodynes, tonies, plasters, liniments, salves,
olntments, pastes, drops, waters {exceépt those taxed under section G628
of thls act), essences, ?lrlts. oils, and other medicinal preparations,
compounds, or compositions (not Including serums and antitoxins),
upon the amount pald for any of the above as to which the manu-
facturer or producer clalms to have any private formula, secret, or
occult art for making or Eremrlng the same, or has or cla to have
any exclusive right or title to the making or preparing the
which are prepared, uttered, vended, or or sale under any
letters patent, or trade-mark, or which (if prepared by any formula, pub-
lished or unpublished) are held out or recommended to the public by
the makers, vendors, or proprietors thereof as proprietary medicines
or medicinal proprietary artlicles or preparations, or as remedies or
specifics for any disease, diseases, or affection whatever affecting the
human or animal body : Provided, That the provisions of this section
shall not apply to the sale of medicinal preparations which are not ad-
vertised to the general lay public.

(b) The taxes imposed by this section shall be collected by which-
ever of the following methods the commissioner may deem expedient:
(1) b{entnmp affixed to such article by the vendor, the cost of which
shall reimbursed to the vendor by the purchaser; or (2) by pay-
ment to the vendor by the purchaser at the time of the sale, the taxes
80 collected being returned and paid to the United States by such
vendor in the same manner as provided in section 502.

Sec. 909, That under such rules and regulations as the commis-
sloner, with the approval of the Secretary, may prescribe, the tax im-

under the provislons of this title shall ont apply in respect to
articles sold or released for export and in due course so exported.
Under such rules and regulations the amount of any internal-revenue
tax erronepusly or illegally collected in respect to exported articles may
be refunded to the cxg-rter of the article, instead of to the manufac-
turer, if the manufacturer waives any eclaim for the amount so to be

refunded.
TitLe X.—SPECIAL TAXES.

SEc. 1000. (a) That on and after July 1, 1918, in lieu of the tax
irgfgﬁd by the first subdivision of section 407 of the revenue act of

(1) Every domestic corporation shall gny annually a special excise
tax with respect to carrying on or doing business, equivalent to $1 for
each $1,000 of the excess over $5,000 of the amount of its net assets
shown by its books as of the close of the preceding annual period used
f{ the corporation for purposes of making its income-tax return: but

the corporation made no such return then of the excess over ﬁs.ooo
of the amount of its net assets shown by its books as of the 30th day
of June precedingl; I

{2) Every foreign corporation shall pay annually a special excise tax

th respect to carrying on or doing business in the United States,
ivalent to $1 for each $1,000 of the average amount of capital em-
ployed in the transaction of its business in the United States during the

precedl;ﬁ year ending June 30.

(b) e taxes imposed by thls section shall not apply In any year
to any corporation which was not engaged in business (or, in the case
of a foreign corporation, not eng: in business in the United States)
during the preceding year ending June 30, nor to any corporation enu-
merated in section 231,
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(c) Section 257 shall apply to all returns filed with the commlissioner
for purposes of the tax imposed by this section.

Sec. 1001, That on amnd after Januvary 1,.1919, there shall be levied,
collected, and pald annually the following special taxes—

(1) Brokers shall pay $40. Every person whose business it is to
negotlate purchases or sales of stocks, bonds, exchange, bullion, coined
money, bank notes, promissoy notes, other securities, produce or mer-
chandise, for others, shall be regarded as a broker. f a broker is a
member of a stock exchange, or if he is a member of any produce ex-
change, board of trade, or similar organization, where produce or mer-
chandise is sold, he shall pay £n additional amount as follows: If the
average value, during the preceding year ending June 30, of a seat or
membership in such exchange cr organization was $2,000 or more but
not more than $5, $100; if such value was more than $5,000, $150.

(2) Pawnbrokers shall pay $100. Every person whose business or

occupation it is to take or receive, by way of pledge, wn, Or ex-
change, any goods, wares, or merchandise, or any kind of personal
property whatever, as security for the repayment of money loaned

thereon, shall be regarded as a pawnbroker.
such pawnbroker for the preceding year ending June 30 were $2,000 or
more but not more than $5,000, he shall pay $100 additional ; it such
gross receipts were more than $5,000 he shal pay $150 additional.

(3) Bhip brokers shall pay $40. Every person whose business it is as
a broker to negotiate freights and other business for the owners of
vessels, or for the shippers or consignors or consignees of freight car-
ried by vessels, shall be regarded as a ship ‘broker.

(4) Customhouse brokers shall pay $40. Every person whose occu-
pation it is, as the agent of others, to arrange entrise and other cus-
tomhouse papers, or transact business at any port of entry relatin
to the importation of exportation of goods, wares, or merchandise, shal
be regarded as a customhouse broker.

{5) Proprietors of theaters, museums, and concert halls, where a
charge for admission is made, having a seating capacity of not more
than 250, shall pay $50; having a seating capacity of more than 250
and not exceeding 500, shall paev $100; having a seating capacity ex-
ceeding 500 and not exceeding 500, shall pné $150 ; having a seating
capacity of more than 800, shall pay $200. very edifice nsed for the
purpose of dramatic or operatic or other representations, plays, or per-
formances, for admission to which entrance money is received, not in-
cluding halls or armories rented or used occasionally for concerts or
theatrieal representations, and not including edifices owned by religlous,
educational or charitable institutions, socleties or organizations where
all the proceeds from admissions inure exclusively to the benefit of such
institutions, socleties, or organizatlons or exclusively to the benefit
of persons in the military or maval forces of the United States, shall
be regarded as a theater : Provided, That in cities, towns, or villages
of 5,000 inhabitants or less the amount of such payment shall be one-
half of that above stated : Provided further, That whenever any such
edlflce i8 under lease at the time the tax is due the tax shall be paid
?y the lessee, unless otherwise stipulated between the parties to the
ease,

(8) The proprietor or proprietors of circuses shall pay $100. Every
building, space, tent, or area where feats of horsemanshlp or acrobatic
gports or theatrieal performances nect otherwise provided for In this
section are exhibited shall be regarded as a circus: Provided, That no
gpecial tax pald in one State, Territory, or the District of Columbia
shall exempt exhibitions from the tax another State, Territory, or
the District of Columbia, and but one special tax shall be imposed for
exhibitions within any one State, Territory, or District.

(7) Proprietors or agents of all other public exhibitions or shows for
money not enumerated in this section shall paﬁ $15: Provided, That a
sEecinl tax pald in one State, Territory, or the District of Columbia
shall not exempt exhibltions from the tax in another State, Territory,
or the District of Columbia, and but one special tax shall be required
for exhibitions within any one State, Territory, or the District of
Columbla : Provided further, That this paragraph shall not apply to
Chautauquas, lecture lyceums, agricultural or industrial fairs, or ex-
hibitions held under the auspices of religious or charitable assoclations :
Provided further, That an aggregation of entertainments, known as a
etreet fulr, shall not pay a larger tax than $100 in any State, Territory,
or in the District of Columbia.

(8) Proprietors of bowling alleys and bLilliard rooms shall pa{ $10 for
each alley or table. Every bullding or place where bowls are thrown or
where games of billiards or pool are played, except in private homes,
shall be regarded as a bowling alley or a billiard room, respectivﬁ.

(9) Proprietors of shooting galleries shall pntg $20. Every building,
gpace, tent, or area where a charge is made for the discharge of firearms
at any form of target shall be re%nrded as a shmtin%ogallery.

(10) Proprietors of riding academies shall pay $100. Every building,
space, tent, or area where a charge is made for Instruction in horse-
manship or for facllities for the practice of horsemanship shall be
regarded as a riding academy.

{11) Persons carrylng on the business of operating or renting ﬁms-
senger automobiles for hire shall pay $10 for each such antomoblle hav-
ing a seating capacity of more than two and not more than seven and
$20 for each such automobile having a seating capacity of more than
Eevan,

The taxes imposed by this section shall, in the case of persons upon
whom a corresponding tax is imposed by section 407 of the revenue act
of 1916, be in lien of such tax.

Sge. 1002. That on and after January 1, 1919, there shall be levied,
collected, and paid annually, in lieu of the taxes {mposed by section 408
of the revenue act of 1916, the following special taxes, the amount of
such taxes to be computed on the basls of the sales for the preceding
year ending June 30—

Manufacturers of tobnceo whose annual sales do not exceed 50,000
pounds shall each pay $6;

Manufacturers of tobacco whose annual sales exceed 50,000 and do
not exceed 100,000 pounds shall each pay $12;

Manufacturers of tobacco whose annual sales exceed 100,000 and do
not exceed 200,000 pounds shall each pay $24;

Manufacturers of tobacco whose annual sales exceed 200,000 pounds
shall each pay $24, and at the rate of 16 cents Eer thousand pounds,
or fraction thereof, in respect to the excess over 200,000 pounds;

Manufacturers of cigars whose annupal sales do not exceed 350,000
clgars shall each pay $4;

Manufacturers of cigars whose annual sales exceed 50,000 and do not
exceed 100,000 cigars shall each pay $6;

Alanufacturers of cigars whose annual sales exceed 100,000 and do
not exceed 200,000 cigars shall each pay $12;
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If the grons receipts of

Manufacturers of cigars whose annual sales exceed 200,000 and do
not exceed 400,000 cigars shall each pay $24;

Manufacturers of cigars whose annual sales execeed 400,000 cigars
shall each pay $24, and at the rate of 10 cents Bﬂ 1,000 cigars, or
fraction thereof, in respect to the excess over 400,000 cigars.

Manufacturers of cigarettes, including small cigars weighing not more
than 3 pounds per 1,000, shall each pay at the rate of G cents for every
10,000 cigarettes, or fraction thereof. :

In arriving at the amount of special tax to be pald under this section,
and in the levy and collection of such tax, each person engaged in the
manufacture of more than one of the classes of articles spacified in
this section shall be considered and deemed a manufacturer of each
clugs se rute’ll"(.

Skc. 1003. That 60 days after the passage of this act, and thereafter
on July 1 in each year, and also at the time of the original purchase of
a new boat by a user, if on any other day than July 1, there shall be
levied, assessed, collected, and 1;:ualtl in lieu of the tax Imposed by section
603 of the revenue act of 1917 upon the use of yachts, pleasure boats,
power boats, and sailing boats, of over 5 gross tons, and motor boats
with fixed engines, not used exclusively for trade, fishing, or national
defense, or not built according to plans and specifications approved by
the Navy Department, a special excise tax to be based on each yacht or
boat, at rates as follows: Yachts, pleasure boats, power boats, motor
boats with fixed engines, and sailing boats, of over & gross tons, length
not over 50 feet, $1 for each foot, length over 50 feet and not over 400
feet, $2 for each foot; length over 100 feet, §4 for each foot; motor
boats of not over 5 gross tons with fixed engines, $10.

In determining the length of such yachts, pleasure boats, power lmui'sIE
motor boats with fixed engines, and salllng boats, the measurement o
over-all length ghall govern.

In the case of a tax im at the time of the original purchase of a
new boat on any other date than July 1, and in the case of the tax
taking effect G0 days after the passage of this act, the amount to be paid
ghall be the same number of twelfths of the amount of the tax as the
number of calendar months (including the month of sale, or the month
in which is included the 6lst day after the passage of this act, as the
case may be) remaining prior to the following July 1. -

If the tax imposed by section 603 of the revenue act of 1917, for the
fiscal year ending June 30, 1019, has been paid in respect to the use of
any boat, the amount so pald shall under such regulations as the com-
missioner, with the approval of the Becretary, may prescribe, be credited
upon the first tax due under this section in respect to the use of such
boat, or be refunded to the person paying the first tax imposed by this
section in respect to the use of such boat.

Sec. 1004, That if the tax im by section 407 or 408 of the
revenne act of 1916, for the fiscal year ending June 30, 1919, has been
paid by any person subject to the corresponding tax imposed by this
title, collectors may issue a recelpt in lieu of special tax stamp for the
amount by which the tax under this title is in excess of that paid or
payable and evidenced by stamp under the revenue act of 1916. Buch
receipt shall be A)ostcd as in the case of the special tax stamp, as pro-
vided by law, and with it, within the place of business of the taxpayer.

If the corresponding tax imposed by sectlon 407 of the revenue act
of 1916 was not payable by stamp, the amount paid under such section
for any period for which a tax is also imposed by this title may be
credited %alnst the tax imposed by this title.

Sec. 1005, That any ?erson who carrles on any business or cecupation
for which a special tax is imposed by sectlons 1000, 1001, or 1002, with-
out having pald the special tax therein provided, shall, besides bein
liable for the fayment of such special tax, be subject to a penalty of no
rol:;.o]l:t lEjmn $1,000 or to imprisonment for not more than one year,

8ec. 1006. That section 1 of the act of Congress approved December
17, 1914, is hereby amended to read as follows :

* 8rctioN 1. That on or before July 1 of each li,em every person who
imports, manufactures, produces, compounds, sells, deals in, dispenses,
or gives away oplum or coca leaves, or any compound, manufacture, salt,
derivative, or preparation therecf, shall register with the collector of in-
ternal revenue of the district his name or style, place of business and
place or places where such business is to be carried on, and pay the
special taxes hereinafter provided ;

“ Every E:rsun who on January 1, 1919, is engaged in any of the
activities above enumerated, or who between such date and the passage
of this act first engages in any of such activities, shall within 30 days
after the passage of this act make like {:{flstrnuon and shall pay the
prc.:'port!omte part of the tax for the period ending June 30 .1913 =

Every person who first engaqes any of such activities after the
passage of this act shall immediately make like registration and pay
3_11119:1 glécg)?rdonate part of the tax for the period ending on the following

L3

* Importers, manufacturers, producers, or compounders, $24 per an-
num ; wholesale dealers, $12 per annum ; retail dealers, $6 per l?nnum:
?hﬂslctans. dentists, veterinary surgeons, and other practitioners law-
ully entitled to distribute, dispense, give away, or administer any of
the aforesald drugs to patfeuts upon whom they In the course of their
pr?resslon.al practice are in attendance, shall pay $3 per annum.

‘ Every person who imports, manufactures, compounds, or otherwise
roduces for sale or distribution any of the aforesald drugs shall be
eemed to be an lm%orter manufacturer, or producer.

“ Every person who seils or offers for sale al:iy of said drugs in the
original stamped packages, as herelnafter provided, shall be deemed a
wh‘Plﬁsnle dealer. i i a s 1l

very person who sells or nses from original stamped pack-
aﬁ. as hereinafter provided, shall ed a retail dealer : pProt%ded,
That the office, or if none, the residence, of any &erson shall be consid-
ered for the purpose of this act his place of business; but no employee
or any person who has registered and paid speclal tax as herein re-
quired, acting within the scope of his employment, shall be required to
register and pay special tax provided by this section: Provided further,
That officials of the United States, Territorial, District of Columbia, or
insular possessions, State or munieci governments, who in the exer-
cise of their official duties engage in any of the business herein de-
BC , shall not be required to register, nor pay special tax, nor
stamp the aforesald drugs as hereinafter prescribed, but their right to
this exemption shall be evidenced In such manner as the Commissioner
of Internal Revenue, with the approval of the Secretary of the Treas-
ury, ma bf regulations prescribe. '

“It shall be unlawful for any person required to register under the
rovisions of this act to import, manufacture, produce, compound, sell,

seal in, dispense, distribute, administer, or give away any of the afore-
sald drugs withont having registered and pald the special tax as im-
posed by this section.
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“That the word ‘person’ as used in this aet shall be construed to
mean and include a partnership, iation, company, or corporation,
as well as a natural person; and all provisions of existing law Eelaﬂg%
and ma

to special taxes, as far as necessary, are hereby exten
lpgl cable to this section.

That there shall be levied, assessed, collected, and pald upon opium,
coca leaves, any compound, salt, derivative, or preparation thereof, pro-
duced in or imported into the United States, and sold, or removed for
consumption or sale, an internal-revenue tax at the rate of 1 cent per
ounce, and any fractlon of an ounce in a package shall be taxed as an
ounce, such tax to be paid by the importer, manufacturer, producer, or
compounder thereof, and to be resented by appropriate stamps, to be
provided by the Commissioner of Internal Revenue, with the approval
of the SBecretary of the Treasury; and the stamps herein provided shall
be so affixed to the bottle or other contalner as to securely seal the
stopper, covering, or wrapper thereof.

“The tax imposed by this section shall be in addition to any import
duty imposed on the aforesaid drugs.

“It shall be unlawful for any person to purchase, sell, dispense, or
distribute any of the aforesaid drugs cxcept in the original stamped
package or from the original stamped package; and the absence of ap-
propr&.te tax-paid stamps from any of the aforesaid drugs shall
prima facie evidence of a vielation of this section by the person in
whose possession same may be found; and the on of any orig-
inal stamped package com inin% a.:]y of the aforesaid drugs by any
person who has not registered and pald jal taxes as required by this
gection shall be prima facie evidence of liabllity to such special tax:
Provided, That the provislions of this paramg;: shall not nu;_irp‘}y to an
E:rsan having in his or her possession an{ of the aforesaid g8 whic

ve been obtained from a registered dealer in pursuance of a presecrip-
tion. written for legitimate medical uses, iss by a physician, dentist
veterinary mu—ieon. or other practitioner registered under this act; and
where the bottle or other container in which such drug may be put up
by the dealer upon said agrescrlg:etion bears the name and stry num-
ber of the dru?lst. serial number of prescription, name and address of
the patient, and name, address, and registry number of the person writ-
ing eald prescription; or to the dispensing, or administration, or gIvInF
away of any of the aforesaid drugs te a patient b{i a registered physi-
cian, dentist, veterinary surgeon, or other practitioner in the course
of his professional practice in personal attendance upon such tpatieut,
and where said drugs are dispensed or administered to the ent for
legitimate medleal purposes, and the record t as required by this act
of the drugs so dispensed, adminlstered, distributed, or given away.

“And all the provisions of existing laws rela.tlnfmto the engn\g:f.
issnance, sale, accountability, cancellation, and destrnction of tax-paid
stamps provided for in the internal-revenue laws are, in so far as neces-
mmr. hereby extended and made to apply to stamps provided by this

on.
“That all unstamped packages of the aforesaid drugs found in the

possession of alr_lfy n, exct;rt as herein provided, shall be subject to

selzure forfeiture, and all the provisions of existing internal-rev-
enue laws relating to searches, selzures, and forfeltures of unstamped
articles are hereby extended to and made to apply to the articles taxed
under this act and the persoms upon whom these taxes are imposed.

“ Importers, manufacturers, and wholesale dealers shall keep such
books and records and render such monthly returns in relation to the
transactions in the aforesaid drugs as the Commissioner of Internal
Rerelm:f. with &he approval of the Secretary of the Treasury, may by
N atlons require.

‘ The Commissloner of Internal Revenue, with the approvad of the Sec-
retary of the Treasury, shall make all needful rules and regulations for
carry nq the provisions of this act into effect.”

BEc, 1007. That all opiom, its salts, derivatives, and compounds, and
coca leaves, salts, derivatives, and compounds thereof, which may now be
under seizure or which may hereafter be selzed by the United States
Government from any lpemn or persons charged with any violation of
the act of October 1, 1890, as amended by the acts of March 3, 1807
February 9, 1909, and January 17, 1914, or the act of December 17,
1914, shall upon conviction of the person or persons from whom selzed
be confiscated by and forfeited to the United States; and the Secre

. is hereby authorized to deliver for medical or selentific purposes to an
department, bureau, or other agency of ithe United States Governmen
upon proper application therefor under such regulation as may be pre-
seribed by the commissioner with the approval of the Becretary, any of
the drugs so selzed, confiscated, and forfeited to the United States.

| The provisions of this section shall also apply to n:{ of the aforesaid
drugs selzed or coming into the possession of the United States in the
enforcement of any of the above-mentioned acts where the owner or
. owners thereof are unknown. None of the aforesaid d: coming into
possession of the United States under the operation of said acts, or the
provisions of this section, shall be destroyed without certification by a
committee appointed by the commissioner, with the a val of the
Secretary, that they are of no value for medical or sclentific se8,

I:7 BEC, {508 That the act approved October 22, 1914, entitlecf “in act to
inerease the internal revenue, and for other purpoees,” and the joint
resolution approved December 17, 1915, entitled * Joint resolution ex-
tending the provisions of the act entitled ‘An act to increase the inter-
nal revenue, and for o gurposes.' approved October 22, 1914, to
December 31, 1916,"” are hereby repealed, except that the vislons of
such act ghall remain in force for the assessment and collection of all
special taxes imposed by sections 3 and 4 thereof, or by such sections as
extended by sue gomt resolution, for any year or part thereof endin
prior to January 1, 1917, and of all other taxes imposed by such sc§
or by such act as so extended, accrued frﬂor to September 8, 1916,
for the imposition and collection of al penalties or forfelitures which
have accrued or may accrue in relation to apy of such taxes.

TiTie XIL—STaup TAxES.

SEc. 1100, That on and after — there shall be levied, collected,
and pald, for and in respect of the several bonds, debentures, or cer-
tificates of stock and of indebtadness, and other documents, instruments,
matters, and things mentioned and described in Schedule A of title, or
for or in respect of the vellum, parchment, or paper n which such
instruments, matters, or things, or any of them, are w?igen or printed,
by any person who , signs, issnes , Temoves, consl or shi&
the same, or for whose use or benefit the same are made, ed
sued, sold, removed, consigned, or shipped, the several taxes
in such schedule. The taxes imposed by section shall, in the case
of any article upon which a corresponding stamp tax is now imposed
by law, be in lleu of such tax.

SEC, 1101. That there shall not be taxed under this title any hond,
note, or other instrument issued by the United States or by any for-
eign government, or by any State, Territory, or the District of Colum-
bia, or local subdivisien thereof, or municipal ar other corporation ex-

ercising the taxing power; or any hond of indemnity required to be
filed by any person to secure payment of any pension, allowance, allot-
ment, relief, or insurance by the United States; or stocks and bonds
issued by cooperative building and loanr assoclations which are organized
and operated exclusively for the benefit of their members and make’
loans cnly to their shareholders, or by mutual ditch or irrigating com-

panies,

SEc. 1102. That whoever— 2

(a) Makes, signs, issues, or accepts, or causes to be made,
issued, or accepted, any instrument, document, or paper of any kind or
description whatsoever without the full amount of tax thereon being

dul B
({) Consigns or ships, or causes te be consigned or shi b
33]“ an d;gucel, package, or article without the full mou?:‘t’egf tgiptg:%

y L

(¢) Manufactures or imports and sells, or offers for sale, or ca
be manufactured or imported and sold, or offered for sale, an; :ﬁe;hfg
g&’dﬂ, £3c_hge. or other article without the full amount of tax being

(’df Makes use of any adhesive stamp to denote ta
tgcl':i titlgxg‘lthuut cance%lng or oballtmtgns sach zitama'ngr as ?mmmwﬁf: tg
5 on '

Is ty of a misdemeanor, and u feti
fine o%u:ot more than $100 for each gggngg,n AR Ehroes Saall gy

?n;:. 111‘.):5i T!m::_'l whoet:.er-— %

a) Fraudulently cuts, tears, or removes from ellum,
ment, {;per. instrument, writing, package, or a:ticl‘er,“u;:m mic
tax is imposed by this title, any adhesive stamp or the impression of
any stamp, dlm{i t]}l:'te, or other artlcle provided, made, or used in pur-

suance of this
joins, fixes, or h, or u

signed,

rch-

ib) Fraudnlentb' uses, laces to, wit
vellum, parchment, paper, instrument, wrlgng. package, or a
which any tax is im d by this title, (1) any adhesive stamp, or the
impression of any stamp, die, plate, or other article, which has been
cut, torn, or removed from other venumitgmhment. p:B:r, instro-
menthwﬂung. rdmge, or article, upon wh any tax is imposed by
this title; or (2) any adhesive stamp or the impression of any stamp,
Gx"sohntaiecs Staip, S the mpressionaf any Toreed of comieriaioa
m n o or,
sﬁmy"g}& < Ayt ut} + any ged or terfeited
c ilifully removes, or alters the cancellati or defacing marks
:.E. u:ert?gnrwlset gu;ee an ﬁgﬂnﬁhﬁiﬂ stamp, mh intent to use, or
same s been ufm used,
or willfully buys, sells, offers for sale, or gives :d, gl

n any
e, upon

or rest stamp to any for use, or kn H
(d) Enowingly and w?mthoﬁ lawful excuseu{';:i;al nrdem;t:? aa.met of
ch excuse on the accused) has In possession any ed, re-

su
stored, or al stamp, which has been removed from any vellu
parchment, parper, Instrument, writing, packa, or article ; . -
Is iu.llty of a misdemeanor, and upon conviction shall be punished
b{ a line of not more than $1,000, or by imprisonment for mot more

t
ti five years, or both, and such reused, canceled, or connterfeit
stamp and the vellum, en{. document, pa package, or article
gg:{l Jhlch it is pla or impressed sha.lit’he lorfeited to the United

Sgc. 1104. That whenever an adhesive stamp is used for denoting
any tax imposed by this title, except as hmlna‘}ter provided, the per-
son using or a the same shall write or stam
written or stamped thereupon the initials of his or its name and the
date upon which the same is attached or used, so that the same ma
not again be used : Pre » That the commissioner may grem:rlbe
other mithod for the cancellation of such stamps as he may deem

Sgc. 1105. (a) That the commissioner shall cause to be pre
distributed for the payment of the taxes preseribed in gtle sult-
able stamps the tax on the document, articles, or thing to
which the same may affixed, and shall prescribe such method for the

of said stamps in substitution for or in addition to the method
provided In this title, as he may deem dlent.

(b) The commissioner, with the approval of the Secretary, is anthor-
ized to procure any of the stn.mphse provided for in this title by contract
whenever such stamps can not speedily prepared by the Bureau of
E;l ving and be)h; tngt:ng:c{: this autgﬂuﬂty :‘?au gxpim otl; Janu: %

except as mpr stamps furnished under contraet, author-
ized rIur the commissioner, t'

(e) All internal-revenue laws relating to the assessment and collec-
tion of taxes are hereby extended to and made a part of this title, so
far as applicable, for the purpose of collecting stamp taxes omitted
through mistake or frand from any instrument, document, paper, writ-
In% parcel, package, or article named herein,

EC. 1108, That the commissioner shall furnish to the Postmaster Gen-
eral withont prepayment a suitable quantity of adhesive stamps to be
distributed to and kept on sale by the various postmasters in the
United Btates. The Postmaster General may re each such post-
master to glve additional or increased bond as &a er for the value
of the stamps so furnished, and each such aster shall deposit the
receipts from the sale of such stamps to the eredit of and render ac-
counts to the Postmaster General at such times and in such form as he
may by regulations prescribe. The Postmaster General shall at least
once monthly transfer all collections from this source to the Treasury
as internal-revenue collections.

“ﬁhnc.t:lm'f. Thntttltl: collectors o!t tthe several d{il:g!etn tggaﬁl}a mlﬂi

out prepaymen any assistant treasurer or gna ary
of the I?nlted States located in their respective collection dlsgrlets [
suitable quantity of adhesive stamps for sale. In such cases the col-
lector require & bond, with sufficient sureties, to an amount equal
to the value of the adhesive stamps so furnished, conditioned for the
faithful return, whenever so required, of all guantities or amounts

or cause to be

d and

undisposed of, and for the payment monﬂl& of quantities or
amounts sold or not remaining on hand. The Secretary may from time
to time make such tions a8 he may find n to insure the

gafe-keeping or prevent the fllegal use of all such adhesive stamps,
SCHEDULE A.—STAMP TAXES.

1. Bonds of indebtedness: On all bonds, debentures, or certificates of
indetedness issued by any person, and all instruments, however termed,
issued by any corporation with interest coupons or in registered form,
known gen as corporate securities, on each $100 of face value or
fractlon thereof, b cents: Provided, That every renewal of the forefams
shall be taxed a8 a new issue: Provided further, That when a bon
conditioned for the repayment or ent of money is given in a penal
sum greater than the debt secured, the tax shall be ed upon the
amount secured. - ¥
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2. Bonds, indemnity and surety: On all bonds executed for indemnl-
fying any person who shall haye become bound or emfaged as surety,
and on all bonds executed for the due execution or })er ormance of
contrict, obligation, or requirement, or the duties of any office or =
tion, and to account for money received (tg virtue thereof, and on all
other bonds of any description, made, issued, or executed, not otherwise
provided for in this schedule, except fidelity and surety bonds taxable
under subdivision (b) of sectlon 503, and bonds required in legal pro-
ceedings, 50 cents,

3. Capital stock, issue: On each original issue, whether on o iza-
tion or reorganlxahon. of certificates of stock, or of profits, or of inter-
est in property or accumulations, by any corporation, on each §100 of
face value or fraction thereof, § cents: Provided That where a_cer-
tifieate is issued without face value, the tax shall be 5 cents
unless the actual value is in excess of §100 ﬂger share, in which case the
tax shall be 5 cents on each $100 of actual value or fraction thereof.

The stamps representing the tax imfosed b,{ this subdlvision shall be
attached to the stock book and not to the ce cates issued.

4, Capital stock, sales or transfers: On all sales, or agreements to
sell, or memoranda of sales or deliveries of, or transfers of legal title
to shares or certificates of stock or of profits or of interest in property
or accumulations in any corporation, or to rights to subscribe for or to
receive such shares or certificates, whether made upon or shown by the
books of the corporation, or by any assignment in blank, or by any de-
livery, or by any paper or agreement or memorandum or other evidence
of transfer or sale, whether entitling the holder in any manner to the
Lenefit of such stock, interest, or rights, or not, on each $100 of face
valoe or fractlon thereof, 2 cents, aud where such shares are without
par or face value, the tax shall be 2 cents on the transfer or sale or
agreement to sell on each share, unless the actual value thereof is in
excess of $100 per share, in which case the tax shall be 2 cents on each
$100 of actual value or fraction thereof: Provided, That it is not in-
tended by this title to impose a tax vpon an agreement evidencing a
deposit of certificates ns collateral security for money loaned thereon,
which certificates are not actually sold, mor upon the delivery or trans-
fer for such ?urpose of certificates so deposi : Provided further, That
the tax shall not be imposed upon deliveries or transfers to a broker
for sale, nor upon dellveries or transfers by a broker to a customer for
whom and upon whose order he has purchased same, but such deliveries
or transfers sball be accompanied by a certificate setting forth the
facts: Provided further, That In case of sale where the evidence of
transfer is shown onl{ b{ the books of the corporation the stamp shall
be placed upon such s; and where the change of ownership is by
transfer of the certificate the stamp shall be placed upon the certificate ;
and In cases of an agreement to sell or where the transfer is by dellvery
of the certificate assigned in blank there shall be made and dellvered
Eg the seller to the buyer a bill or memorandum of such sale, to which

e stamp shall be aflixed; and every bill or memorandum of sale or
agreement to sell before mentioned shall show the date thereof, the
pame of the seller, the amount of the sale, and the matter or thin&; to
which it refers. Any person liable to pay the tax as herein provided, or
anyone who acts in the matter as agent or broker for such person, who
makes any such sale, or who in pursuance of aa{ such sale delivers any
certificate or evidence of the sale of any stock, interest or right, or bill
or memorandum thereof, as herein required, without baving the proper
gtamps affixed thereto with intent to evade the foregoing provisions, shall
he deemed gullty of a misdemeanor, and upon conviction thereof shall pay
a fine of not exceeding $1,000, or be imprisoned not more than six
months, or both.

5. Produce, sales of, on exchange : Upon each sale, agreement of sale,
or agreement to sell (not including so-called transferred or scratch
sales), any products or merchandise at, or under the rules or usages
of, any exchange, or board of trade, or other similar place, for future
dc'li\renr. for each $100 in value of the merchandise covered by sal
sale or agreement of sale or agreement to sell, 2 cents, and for each
additional $100 or fractional part thereof in excess of $100, 2 cents:
Provided, That on every sale or agreement of sale or axmmenf to sell as
aforesaid there shall be made and delivered by the seller to the buyer a
bill, memorandum, agreement, or other evidence of such sale, agreement of
sale, or agreement to sell, to which there shall be affixed a lawful stamp
or stamps In value cquaf to the amount of the tax on such sale: Pro-
pided further, That sellers of commodities described herein, having
paid the tax provided by this subdivision, may transfer such contracts
to a clearing-house corporation or association, and such transfer shall
not be deemed to be a sale, or a%reement of sale, or an agreement to
gell within the provisions of this act, provided that such transfer
shall not vest any beneficial interest in such clearing-house association
but shall be made for the sole pnriose of enabling such clearing-house
association to adjust and balance the accounts of the members of such
clearing-house association on their several contracts. Every such bill,
memorandum, or other evidence of sale or agreement to sell shall show
the date thereof, the name of the seller, the amount of the sale, and
the matter or thing to which it refers; and any person llable to pay
the tax as herein provided, or anyone who acts in the matter as agent
or broker for such person, who makes any such sale or agreement of
eale, or agreement to sell, or who, In pursuance of any such sale, agree-
ment of sale, or agreement to sell, delivers any such ggoducts or mer-
chandise without a bill, memorandum, or other evidence thercof as
herein required, or who delivers such bill, memorandum, or other evi-
dence of sale, or rement to sell, without having the proper stamps
affixed thereto, wi Iintent to evade the foregoing provislons, shall
deemed guilty of a misdemeanor, and upon conviction thereof shall pay
a fine of not exceeding $1,000 or be imprisoned not more than six
months, or both.

No bill, memorandum, agreement, or other evidence of such sale, of
agreement of sale, or agreement to seil, in case of cash sales or products
or merchandise for immediate or prompt delivery which in good faith are
actually intended to be delivered shall be subject to this tax.

6. Drafts or checks (payable otherwise than at sight or on demand)
upon their acceptance or delivery within the United States, whichever is

rior, promissory notes, except bank notes issued for circulation, and
or each renewal of the same, for a sum not exceedin 2 cents;
and for each additional fIDO or fractional part thereof, 2 cents.

This subdivision shall not ap;ﬂ{l to a promissory ncote secured by the
glpdge of bonds or obﬁ&\tin‘ns of the United States issued after April 24,

917, or secured b e pledge of a promissory note which itself is
secured by the pledge of such bonds or obligations: Provided, That in
either case the par value of such bonds or gbligations shall be not less
than the amount of such note.

7. Conveyances : Deed, instrument, or writing whereby any lands,
tenements, or other realty sold shall be granted, assigned, transferred, or
otherwise conveyed to, or vested in, the purchaser or purchasers, or any
cther person or persons, by his, her, or thelr direction, when the con-
gideration or value of the interest or pm?er'ty conveyed, exclusive of
the value of any llen or encumbrance remaining thereon at the time of

. tax, has been of

sale, exceeds $100 and does not exceed $500, 50 cents: and for each
additional $500 or fractional part thereof, 50 cents. This subdivision
shall not applty to any instrument or writing given to secure a debt.

8. En of any s, wares, or merchandise at any customhouse,
either for consumption or warehousing, not exceeding 35100 in walue, 25
cents ; ex g $£100 and not exceeding $500 in value, 50 cents; exceed-
ing $500 in value, $1. :

. Entry for the withdrawal of any goods or merchandise from customs
bonded warehouse, 50 cents.
0. Passage ticket, one wa assenger, sold or
ed in the United States for passage by any vessel to a port or place
not in the United Btates, Canada, or Mexico, if costm% not exceeding
$30, $1; costing more than $30 and not exceedin £60, : costing more
E:mns 18‘_?0, 3}5. his subdivizgion shall not apply to passage tickets cost-

or less.

‘il. Proxy for voting at any election for officers, or meeting for the
transaction of business, of any corporation, except religious, educa-
%mnl. charitable, fraternal, or literary societies, or public cemeteries,

cents,

12. Power of attorney gra.ntlnghauthority to do or perform some act
for or in behalf of the grantor, which authority is not otherwise vested
in the grantee, 25 cents, This subdivision shall not apply to any gnpers
necessary to be used for the collection of claims from the United States
or from any State for pensions, back pay, bounty, or for property lost
in the military or naval service, or to powers of attorney required in
bankruptey cases.

13. Playing cards: Upon every pack of playing, cards containing not
more than 54 cards, manufactured or imported, and sold, or removed
for consumption or sale, a tax of S cents per pack.

14. Parcel-post packages : Upon every parcel or package transported
from one point in the Unlied States to another by parcel post on which
the postage amounts to 25 cents or more, a tax of 1 cent for each 25
cents or ctional part thereof charged for such transportation, to be
paid by the consignor.

No such parcel or package shall be transported until a stamp or
stamps representing the tax due shall have been affixed thereto.

15. On cach policy of insurance, or certificate, binder, coveri note,
memorandum, cablegram, letter, or other instrument by whatever name
called whereby insurance is made or renewed upon property within the
United States (including rents and profits) against peril by sea or on
inland waters or in transit on land (including transshipments and
storage at termini or way points) or by fire, lightning, tornado, wind-
storm, bombardment, invasion, insurrection, or riot, issued to or for or in
the name of a domestic corporation or partnership or an individual
resident of the United States by any foreign corporation or partnership
or any individual not a resident of the United States, when such policy
or other instrument is not si_Ened or conntersigned by an officer or agent
of the insurer in a State, Territory, or district of the United States
within which such Insurer is authorized to do business, a tax of §5
cents on each dollar, or fractional part theresf of the preminm charged :
Provided, That policies of reinsurance shall be exempt from the tax im-
posed by this subdivision,

Any person to or for whom or in whose name any such policy or other
instrument is issued, or any sollcitor or broker acting for or on behalf
of such person in the procurement of any such policy or other instru-
ment, shall affix the mpro'per stamps to such policy or other instrument,
and for fallure to affix such stamps with intent fo evade the tax shall,
in addition to other penalties provided therefor, pay a fine of double the
amount of the tax.

TrTLE XI1.—Tax 0¥ EMPLOYMENT OF CHILD LABOR.

Sgc. 1200. That evc:g gerson (other than a bona fide boys' or girls’
canning club recogniz ¥ the Agrlcultural Department of a State
and of the United States) operating (a) any mine or quarry situated
in the United Btates in which children under the age of 16 years have
been emploged or permitted to work during any portion of the taxable
year; or (b) any mill, cannery, workshop, factory, or manufacturing
establishment situated in the United States in which children under the
age of 14 years have been employed or permitted to work, or children
between the ages of 14 and 16 have been mplugd or permitted to
work more than eight hours in any day or more than six days in an
week, or after the hour of 7 o'clock {‘,’ m. or before the hour of
o'clock a. m., during any portion of the taxable year, shall pay for
each taxable year, in addition to all other taxes imposed by law, an
excise tax equivalent to 10 per cent of the entire net profits recelved
or acerued for such year from the sale or disposition of the product
of such mine, quarry, mill, cannery, workshop, factory, or manufac-
turing establishment,

Sec. 1201. That in computing net profits under the provisions of
this title, for the purpose of the tax there shall be allowed as deduc-
tions from the gross amount received or accrued for the taxable year
from the sale or d sition of such products manufactured within the
United States the follo items :

:g} Eho cost of raw materlals entering into the production ;

or round trip, for each

unning expenses, including rentals, cost o , and main-
tenance, heat, power, insurance, management, and a reasonable allow-
ance for salaries or other compensations for personal services actually
rendered, and for depreciation ;

(¢) Interest pald within the taxable year on debts or loans con-
tracted to meet the needs of the business, and the proceeds of which
have been actuall{' used to meet such needs ; ’

(d) Taxes of all kinds pald during the taxable year with respect to
the business or property relating to the production; and

(e) Losses actually sustained within the taxable year in connection
with the business o Eroducinﬁ such products, inclnding lesses from
fire, flood, storm, or other casualties, and not compensated for by insur-
ance or otherwise,

8ec. 1202. That if any such person during any taxable yesr or part
thereof, whether under any agreement, arrangement, or understanding,
or otherwise, sells or disposes of any product of such mine, quarry,
mill, cannery, workshop, factory, of manufacturing establishment at
less than the fair market price obtainable therefor either (a) in sach
manner as directly or indirectly to benefit such person or any person
directly or indirectly interested in the business of such person, or (b)
with intent to cause such benefit, the gross amount received or accrued
for such year or part thereof from the sale or disposition of such
product shall be taken to be the amount which would have been re-
celved or accrued from the sale or disposition of such product if sold
at the fair market price.

Sec. 1203, (a) That no person subject to the provisions of this title
shall be liable for the tax herein lmposed if the only employment or
permission to work, which but for this section would subject him to the
: ¢hild as to whom such person has in good falth
procured »* Zme time of employing such child or permitting him to
work, fad has sinee in geod faith relied upon and kept on file a cere
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tificate, issued in such form, under such conditions and by such persons
as may be prescribed by a board consisting of the com-
miseioner, and the Becretary of Labor, showing the child to be of such
age as not to subject such person to the tax imposed by this title.
Any person who knowingly makes a false statement or sents false
evidenee in or in relation to any such certificate or a cation there-
for shall be punished by a fine of not less than $100 por more
$1,000, or by imprisonment for not more than three months, or by both
such fine and imprisonment, in the discretion of the court.

In any State designated 'b,y such board an employment certificate or
other similar gumr as to the age of the child iss under the laws of
that State and not inconsistent with the provisions of this title shall
have the same force and effect as a certificate herein provided for.

{b) The tax imposed by this title shall not be imposed in the case
of any person who proves to the satisfaction of the tary that the
only employment or ission to work which but for this section
would subjeet him to the tax has been of a child employed or permitted
to work under a mistake of fact as to the age of such child, and with-
out intention to evade the tax.

Sec. 1204, That on or before the 1st day of the third month fol-
lowing the close of each taxable year a true and aceurate return under
oath shall be made by each person subject to the cgrovislons of this
title to the collector for the distriet in which En person has his
principal office or place of business in such form as the commissioner,
with the approval of the Secretary, shall prescribe, setting forth spe-
cifically the gross amount of income recelved or accrued during such
year from the sale or disposition of the product of any mine, quarry,
mill, cannery, workshop, factory, or mn.nnfacturin% establishment
which children have been employed subjecting him to the tax imposed
by this title and from the total thereof deducting the a te
items of allownance authorized by this title, and such other particulars
as to the gross receipts and items of allowance as the commissioner,
with the approval of the Secretary, may require, §

Sec. 1205, That all soch returns shall be transmitted forthwith by
the collector to the commissioner, who sghall, as soon as practicable
assess the tax found due and nouhr the person making such return o
the amount of tax for which such person is liable, and such person shall
pa{ltha tax to the collector on or before 30 days from the date of such
notice. ¥

8EC, 1206. That for the purposes of this act the commissioner, or any
other person duly authorized by him, shall have authority to enter and
inspect at any time any mine, guarry, mill, eannery, workshop, factory,
or manufacturing establishment. The Secretary of Labor, or any t%er-
son duly authorized by him, shall, for the purpose of com%lylng with a
request of the commissioner to make such an inspection, have like au-
thority, and shall make report to the commissioner of inspections made
under guch authority in such form as prescribed by the commis-
sioner, with the approval of the Secretary of the Treasury.

Anf' person who refuses or obstructs entry or inspection aunthorized
by this section shall be punished by a fine of not more than $1,000, or by
im risonmgnt for not more than one year, or both such fine and im-
prisonmen -

Sec. 1207. That as used in this title the term “ taxable year ™ shall
have the same meaning as Ero\rlded for the purposes of income tax in
section 200. The first taxable year for the purposes of this title shall
be the period between 60 days after the passage of this act and Decem-
ber 31, 1919, both inclusive, or such portion of such period as is in-
cluded within the fiscal year (as defined in section 200) of the taxpayer.

TiTLE XIII.—GEXERAL ADMINISTRATIVE PROVISIONS.

See. 1300, That hereafter the salary of the commissioner shall be
210,000 a year. The difference between the amount n‘)]:proprmted under
existing law and the salary herein established shall, for the period
between the passage of this act and July 1, 1919, be paid out of the
apgmpﬂstions for collecting internal revenue.

EC. 1301. (a) That hereafter there may be employed in the Bureau
of Internal Revenue, in lieu of the deputy commissioners whose salaries
are now fixed by law, five deputy commissioners and an assistant to the
commissioner, who shall each receive a sal of $5,000 a year, ¥-
able monthly. The assistant to the commi ner may be aunthorized
b{ the commissioner to perform any duties which the deputy commis-
sloners may perform under existing law.

(b) The ealaries of collectors magebe readjusted and inereased under
such regulations as may be prescribed the commissioner, subject to
the approval of the Secretary, but no collector shall receive a salary in

in the Treasury

excess of R A year.
(¢} There is hereby ap rt;prmted out of any m
not otherwise appropriated, for the fiseal year ending 3una 30, 1919, the
sum of $7,500,000 for the expenses of ng and collecting the
internal-revenue taxes as provided in this aect, including the employ-
ment of necessary officers, attorneys, experts, aggts. i
collectors, clerks, janitors, and messenﬁrs, in Di
anld the ];“G,?:;Jo ll:cuon %I.atrlcts. El %ppoll,:i;d o;' pwvlrt P
telegraph an ephone service, rental and re; uarters, postage
and the purchase of such supplies, equipment, mrn? hanical
devices, prlm:lng, stationery, law books and books of reference, not to
exceed £500 for street car fares in the Distriet of Columb:
other articles as ma be'nmlu:iy for use in the District Columbia
and the several collection districts: Provided, That not more than
$2,750,000 of the total amount apﬁrcpmted this section may be ex-
?enﬁ in the Bureau of Internal Revenue, in the District of Columbia :
'mvtdcuurweq That not more than 86(5.000 of the total amount ap-
propriated by this section may be expended for salaries and traveling
expenses of members of an “advisory-tax board” to be appointed b;
the eommissioner, with the approval of the Secretary. Under rules an
regulations prescribed by the commissioner, with the approval of the
Secretary, the secretary of the comm! ner may, and on the request
of any taxpayer directly interested shall, submit to the board any ques-
tion relating to the in retation or administration of the internal-
revenue laws. Such board shall have the power to summon witnesses,
B ey utents, o chin DAty SORING B ek BALIE RIS
papers, documents. or other pa relating to matter under
investigation by the board. Such board may conf‘.'!nued for two

CArs.
}- 8EC. 1302, That all internal-revenue agents and Inspectors shall be
granted leave of absence with pay, which shall not be cumulative, not
to exceed 30 days in any cal year, under such regulations as the
commissioner, with the approval of the Secretary, may srﬂ!scri .

Sec. 1303, (a) That there is hereby created a leglslative drafting
service under the direction of two draftsmen, one of whom shall be
appointed by the President of the Senate, and one the Speaker of
the House of Reprmntativuh withont reference to go tical affiliations
and solely on the ground of fitness to perform the duties of the office,

Each draftsman shall receive a salary of $5,000 a year, payable monthly.
The draftsmen » Bub; to the approval of the B;esldent of the
Senate and the eaker of the House of Be&mtnthu. employ and
fix the eompensation of such assistant-draftsmen, clerks, and other
%mylomes, anfm%gn.:hﬁas?l such rumtﬁe, oftice eqn;pmetgt, books, sta-
onery, and pplies, as necessary for the proper -
‘tjgmn':o ce e:: the duties of the nema and as may be approgrtgetedpf:r
(h}nﬁe drafting service shall aid in drafting publie bills and resolu-
tlons or amendments thereto on the request of any committee of eithoer
House of onﬁrma. but the Library Committee o the
Library Committee of the House of Representatives, respectively, may
determine the preference, if any, to be given to such requests of the
committees ol either House, respectlvely. The draftsmen shall, from
time to time, prescribe rules and res-u.litlonn for the conduct of the
work of the service for the committees of each House, subject to the
approval of the Library Committee of each House, respectively.

(¢) For the remainder of the current fiscal year there fs hereby
amroprlatad, out of azlkv money In the Treasury not oth appro-

ted, the sum of ,000, or so much thereof as may be necessary.
or the purpose of raying the expenses of the establishment an
maintenance of the servlc:h cluding the payment of salaries herein
authorized. One-half of a:gproprl.atlons or the service shall be
disbursed by the Becreta e Senate and one-half by the Clerk of
the House of Representatives.
_ Sec, . That there shall be levied, collected, and paid in the
United States, upon articles coming into the United States from the
Virgin Islands, a tax equal to the internal-revenue tax imposed in the
United States upon like articles of domestic manufacture ; such articies
shipped from such islands to the United States shall be exempt from
the payment of any tax imposed by «the internal-revenue laws of such
islands : Provided, That there be levied, collected, and pald in
such islands, upon articles fmported from the United States, a tax equal
to the internal-revenue tax imposed in such islands upon like articles
there manufactured ; and such articles gnlni into such Islands from the
United States shall be exempt from ment of any tax imposed by the
e ek P s isiateiie spicial,

zC. = fl m ve, sp or stamp provisions of
law, including the law rela to the assessment of taxes, so far as
applicable, are hereby extended to and made a part of this act, and eve
person liable to any tax imposed by this act, or for the collection thereo:
shall keep such records and ren under oath, such statements and
returns, and shall cnmplgegleﬁh such regulations as the commissioner,
with the approval of the tary, may from time to time prescribe.

he commissioner, with the approval of the Becretary, may require
any person, whether Hable to tax or not, to file returns of income or such
statements as may be deemed by him 10 be sufficient to show whether
or not sucl;lremn is so liable.

The commissioner, for the purpose of ascertaining the correctness of
any return or for the purpose of making a return where none has been
m?:a is hereby authorized, by any revenue agent or inspector deslg-
nated by him for that purpose, to examine any books, papers, records,
or memoranda bearing upon the matters r&t*uh'ed to be included in the
return, and may require the attendanee of the person rendering the
return or of any officer or employee of such person, or the attendance of
any other person having knowledge in the premises, and may take his
testimony with reference to the matter required by law to be included
in such return, with power to adminlister oaths to sueh person or persons.

Sec. 1306. That where floor taxes are imposed by this act in :;gﬁpect
to articles or commodities, in respect to which the tax impo: by
existing law has been paid, the i¥er|scm required by this act to pay the
tax shall, within 20 days after its traslmge. make return under oath in
such form and under such regulations as the commissioner, with the
approval of the Secretary, shi rescribe. Payment of the tax shown
1o be due may be extended to a date not exceeding seven months from
the passage of this act, uﬂon the filing of a bond for payment in such
form and amount and with such sureties as the commissioner, with the
approval of the Secretary, may prescribe.

Ec. 1307. That in all cases where the method of collecting the tax
imposed by this act is not specifically provided in this act, the tax shall
be collected in such manner as the commissioner, with the approval of

the Becretary, may prescribe. 1 administrative and lTt\:na.l ¥ provi-
sions of Title XI of this act, in so far as applicable, shall apply to the
collectlion of any tax which the commissioner determines or prescribes

shall be sg&l by Etamf.
8Ec. 1 (a:)u_'l:[‘ha any person reﬁu!red under Titles V, VI, VII,
» 1X, X, or , to pay, or to collect, account for, and pay over any
tax, or required by law or regulations made under authority thereof to
make a return or supply any information for purposes of the com-
putation, assessment, or collection of any such tax, who falls to pay,
collect, or truly account for and pay over any such tax, make any sue
return or su p{yu.n such information at the time or times required by
Inw or m‘u]?lﬂ.on ghall in addition to other ties provid by law
be subject to a penalty of not more

(b) Any person who willfully refuses to
for and pay over any such tax, make such return or supply such in-
formation at the time or times re%:h'ed by law or regulation, or who

attempts in any manner evade such tax shall be gullty of
a misdemeanor and in addition to other penalties provided by law
shall be fined not more than §10,000 or imprisoned for not more than
one year, or both, together with the of prosecution.

(c) Any person who willfully refuses to ‘ﬁnf' celleet, or truly account
for and pay over any such tax shall in addition to other penaltics Sro-—
vided by law be liable to a penalty of the amount of the tax evaded
or not lfaaid, collected, or accounted for and paid over, to be assesse
and collected in the same manner as taxes are assessed and collected :

ovided, however, That no penalty shall be assessed under this sub-
division for any offense for which a penalty may be assessed under
nuthoruzogr section 3178 of the Revised Statutes, as amended, or of
section or 620 of this act, or for any offense for which a penalty
has been recovered under sectiom 3256 of the Revised Statutes.

(d) The term “ person ™ as used in this section includes an officer or
employee of a corporation or a member or employee of a partnership,
who as such officer, employee, or member I8 under a donty to perform
the act in res of which the violation oceurs.

Sec. 1309, That the commissioner, with the approval of the secre-
tary, is hereby authorized to make all needful rules and regulations for
the enforcement of the provisions of this act.

. 'The commissioner wigh such approval maly 1.3 regulation provide
VI, I, VI
x

¥ ¥ ;:oﬂact, or truly account

that any return required by Titles V, v I1, IX, or to be
under oath may, if the amount of the t covered thereby is not in
excess of $10, signed or acknowledged before two witnesses instead
of under oath.
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Skc. 1310 (a) That in the case of any overpayment or overcollection
of nny tax imposed by section 628 N' 8:{0 or by Title V, Tit]se VIII, or
Title IX, the tion may

person t or overcollec
' take eredit themfor against tnxm dne upon any monthly return, and
llhnl] make refund of any cxcessive amount ml]ccted y him wupon

Bgrl.‘l! cation by the person entitled there
(b) W ver m this act a tax is requ!red to be ﬁiﬂ by the purchager
to the vendor at the time of a sale, and such sa on aed.lt.
| then, under regul.ntions prescribed h:f the mmminioner. wlth &
proul of the secretary, the tax may, at the option of the vendor.
and paid by him te the nited States as if *ﬁd
| the purchaser at the time of the sale, and in such case vendor -hai‘

have a right of action in any court competent jurisdiction against
the pmt}lxnner for the amount of the tax so returned and paid to the
United States,

! Bec. 1311. That where the rate of tax

b S ol ‘:3;‘:&.‘.‘“' b
¥ stamps, is an increase over prev slr existing ra’ ps on
in the collectors’ offices and l!.:: Bureau of Internal Revenue may
continue to be used until the mpply on band is exhausted, but shall
be sold and accounted for at the ratu rovided by this act, and
' agsessment shall be made and other taxpayers
' having such stamps on hand on the day this act takes effect for the
. difference between the n.mount pa,ld for such stamps and the tax due

at the rates provided by this a

Brc, 1312 (1 Thnt (n) !f nny ‘{:ﬂmm hastgﬂor to May 0, 1917,
made a bona fide contract with a ler for the sale or lease, after
ythe tax takes effect, of any article in respect to which a is i
~under Titles VI, VII, or 1IX, or under subdivision 13 of Schedule A of
Title XI, or under this sub&lﬂslon. and (b) if such contract does not
| pe adding of the whole of such tax to the amount to be paid
under such contract, then the vendee or lessee ghall, in lieu of the
vendor or lessor, pay so much of such tax as is not so permitted to be
added to the contract rlce If a coniract of the charaeter above
deseribed was made wi ny person other than a dealer, the tax
wltlgteﬂ :mj!er this act sll:lnll b:htha iax in twamiﬁn 9, éﬂl‘l’.m

a) any person has prior to Septem! made a a

fide contract with a dealer for the sale or lease, after the

tax takes
effect, of any article in respect to which a tax is ¥ under Titles
YI, \rll or IX, or under subdivizsion 13 of Eched e A of Title Xl.

or un this subdlrl.uion, and in respect to which n enpom.’-lng
was imposed by the revenme act of 1917, :md (b) unch contract d.oeu
not permit the adding, to the amount to be paid under such cnntract.
of the whole of the tax imposed by this act, then the vendee or
shall, in lieu of the vendor or lessor, pay so much of the tax :mposed
h{ this nct ns is not so permitied to be added to the contract priee,
of the character above deseribed was made with any per-
son uther than a dealer, no tax shall be collected under this act.

(.l) If (a) any persom has prior to September 3, 1918, made a bona
fide comtract with a dealer for the sale or lease, "after the tax takes
effect, of any article in respect to which a tax is lmpnsad under Titles
VI, VI1, or IX, or under subdivision 13 of Schedule A of Title XI, or
under this sabdivision, and in t to which a corresponding tax
was 1mpnsed by the 1evenue act of 1917, a.ud (b) such contract does
not permit to the amuu.nt to be paid under such contract,
of the whole o{ the ifference between such tax and corresponding tax
imposed by the revenue act of 1917, then the vendee or lessee shall, in
lieu of the vendor or lessor, pay %o much of such difference as is not

50 permitted to be added to the contract price. If a contract of the
chnmeter above described was made with any persom other than a

the tax cullected under this act shall be the tax in force on
Semember 3, 1018

(4) The faxes myable by the vendee or lessee under this section
shall be paid to the vendor or lessor at the time the sale or lease is
consummated, and collected, returned, and paid to the United States by
such vendor or r in the same manner as provided in section HOZ.

{5) The term “dea.ler " as used in this section includes a vendec
who purehases any article with intent to use it in the manufacture or
production of another article intended for sale.

Erc. 1813, That in the payment of any tax under ihis act not payable
by stamp a fractienal of a cent shall be disregarded unless it
amtlmntxttu one-half cent or more, in which ecase it shall be increased
to 1 ecen

Sec 1314. That collectors may receive, at par with an adjustment
for accroned interest, certificates of indebtedness Issued by the United
States and uncertified checks in paymnnt of income, war-profits,
and excess-profits taxes, and any other {;ﬂ:le other than by
stamp, during such time and nnder such regnﬂa ns as the commis-
sioner, with the al)proval of the Secreta rescribe; but if a
eheck so received not pald by the ban on w‘h ch it is drawn the
person by whom such check has been tendered shall remain lMable for
the payment of the tax and for all legal penalties and additions the
same as if such check had not been tendered.

HEc. 1315. That section 3315 of the Revised Blalutes, as amended,
1s hemby amended to read as follows:

“ Bec. 3315. The Commissioner of Internal Revenune may, under regu-
htlan.s prescribed by him with the npprovat of the Secretary of the
Treasury, issu mps Tor pack of distilled spirits,
tobacco, cigars, snuff, ei rettes. fermented liguors, and wines which
have been duly stam ut from which the ntsmps have been lest or
destroyed by unavoidable accident.”

Sgc. 1316, (a; That section 8220 of the Revised Statutes is hereby
um-uded to rw as follows :

he Commlssioner of Internal Revenue, subject to regu
hiluns pmscribed by the Secretary of the Treasury, is authorized t
remit, refund, and pay back all taxes erroneously or illegally ammed
Or o) ed, all penalties collected without authority, and all taxes
that appear to be unjustly assessed or excessive in amount, or in any
msnner wre 1y coumted uiso to repay to any cellector or deputy
ull amount of such sums of money as may be recovered
4, inst hlm in any court, for any internal revenue tsxea collected by
with the cost and expenses of suit ; also all
covered against any assessor, assistant assessor, collector. deputy ml~
lector, agent, or inpector, in any suit brought agn.hlst im by reason of
anyth dobe in the due ormance of his official duty, and shall
make report to Congress at the beginning of eaeh regular session of
Congress of all transactions under this section

(b) Bection 3220 of the Revised Statutes o! the United States is

hereby amended to read as follows:

“ SBpc. 3225. When a second assessment is made in case of an: ust
statement, or return, which in the opinion of the collector or 1{
collector was understatemen

or fraudulent, or contained -n¥
undervaluation, such assessment shall not be remitted, nor shall tues

collected under such assessment be refunded, or paid back, or recovered
by any unless it is proved tioat such ll.s statement, or return
was not willfully false or tmudnlent and did not contain any willful
underutntement or undervaluation

(c) That the paragraph of sectinn 3GS9 of the Revised Statutes, as
ameﬂef?: reading as follows:

taxes illegally co (hteml we) : To refund
lnd ¥ back duties errweousl: or mm Ly amd or mllectul um.ler
tu'm.l-menm laws,” is herel ed to as follow
and pay i:l.ck duties or taxes e u:dy or ill
nmssed or under the internal-revenue laws t udg
ments, inelwﬁn interest and costs, rendered for o8 nthies
erroneously assessed or od under the lnterna -revenue

collect
h{ﬁi notwlm Ing any llmitatious imposed by the act of June 20,

Sec. 1317. That sections 2164, 3165, 83107, 3172, 8173, and 3176 of
ihe Bwised Statutes as amended are hcmeby amended to read as fol-
OWE

* Sge, 8164, It shall be the duiy of every collector
nue having knowledge of any
Btates rela

- of Internal reve-
wiliful viclation of any law of the United
te the revenne, within 30 days after coming into pos-
session of kn to file with the district attorney of the
district in which any fine, penalty, or forfelture may be incorred, a
statement of all the facis and circomstances of the case within
knowledge, together with the names of the wltn%&ttlng forth the
visions of law believed to be so violated on reliance may be
d for econdemnation or conviction
* BEC. 3163. Every collector, deputy collector, internal-revenue agent,
and internal-revenue oficer assigned to duty under an internal-revenue
agent, Is authorized to administer oaths and to take evidence tonchln&
any part of the administration of the internal-revenue laws with whie
he is charged, or where such oaths and evidence are authorized by law or
regulation authorized by law to be taken,

* 8eC. 3167. It shall be unlawful for any collector, deputy collector,
agent, elerk, or other officer or employee of the United States to divulge
or to make known in any manner whatever not previded by law to any
{:mm the operations, style of work, or apparatus of manufac-

or producer visited dy him in the di rge of his cial duties,
or the amount or source mm& losses, expenditures, or any
particular thereof, set forth or any income return, or to
permit any income return or copy thereof nr nn_v,* book containing any
abstract or particulars thereof to be seen mined by
except as provided by law; and it mn be lwl.u'tul for a

any
person to
print or publish in any manner whatever not provided by

w any in-

come return or any part thereof or source of inoome, profits, losses, or
expenditu In any income returu; and any offense agninst
the fmgolng rovision shall be a misdemecanor and punished by a
fine not exceed

$1,000 or by imprisonment not exceeding one year, or
both, at the discretion of the : and If the offender be an officer or
cmployee of the United SBtates he shall be dismissed from office or dis-
charged from employment.

“ BEC. 3172, Every collector shail, from time to time, cause his depu-
ties to Frocmd through every part of his district and lnq,ulrc after and
concerning all persons thereln who are liable to pay any internal-revenne
tax, and all persons owning or having the care and mmﬁemeﬂ.t of any
objects liable to pay any tax, amd to make a list of such persons and
enumerate sald

“ Bree. 3173 ltnimllhetheﬂulyotuupﬂmn part
clation, or corporation, made liable to any duty
tax imrmd by law, when net otherwise pfmldad or, {1) in' case of a

special tax, on or before the 31st day of July in each year, and (2) in
otlwr cases before the day on which the taxes acerue, to make a list
or mturn, verified by mth. ta the cullector or a deputy collector of the
district where located, of the articles or objects, including the guantity
of goods, wares, and merchandise, made or sold and charged with n
tax, the several rates and a le amount, acco {orms
and regulations to be prescri by the mmhusuner o inl.ernal Rev-
cuue, with the appmrﬂ of the Seu-etaay the Treasury, for which

such persom, partnership, firm, asseciation, or corporation is liable:

Provided, That if any person liable to pay any duty or tax, or ownfng
possessing, or having the care or management of prope
wares, and merchandise, article or gbjects ble to paty any uty, tax,
or license, shall fail to make and exhiblt a list or retu ed
law, but shall consent fo disclose the particnlars of any all the
property, goods, wares, and merchandise, articles, and objects liable tp
pay any duty or tax, or any business or occnpal.ion lable to pa
as aforesaid, then, and in that case, it shall be the duty of the cal
Jector or deputy collector to make such list or return, which, being
distinetly read, consented to, and &l and verified by oath l:y thq,
person S0 ow niug posusulng, or having the care and management
aforesaid, may be received as the list of such person: Provided fuﬂher
That in case no annual list or return has been rendered by such person
to the collector or deputy collector as required by law, and the person
shall be absent from his or her residence or place of business at the
time the collector or eamt_v collector shall call fer the annnal list
or return, it shall be the luty ot such coll&:tor or deputy co‘llectar to
leave at such place of some one of suitable
age and diseretion, if such be prewnt. otheﬁrlse to deposit in the near-
est post office, a note or memorandum addressed to such » Tequir-
ing him or her to render to such cullector or deputy or the list
or return required by law within 10 ﬁs from the date of such note or
memorandum, verified by oath. And any person, on being notified
or required as aforesaid, shall refuse or ect to render such list or
return within the time reinred as aforesaid, or whenever any person
who is required to deliver a monthly or other return of objects subject
to tax falls to do so at the time required, or delivers any return which,
in the opinion of the collector, is erroneous, false, or fraudulemt, or
contains any nodervaluation or understatement, or refuses to allow any
regularly authorized Government officer to ex e the books of sueh
person, firm, or corporation, it shall be lawful for the collector to sum-
mon such person, or any other ?erm hnl:}'i possession, custody, or
care of books of account contain ating to the business o
such person or any other person h-c may deem proper, to a be‘.tor{.
him an}gfroduce such books at a time and place named in the summons,

and to give testimony or answer interrogatories, under oath, re;gac f;
any objects or income liable to tax or the returns thereof. e col-
lector may summon any person residing or found within the State or
Territory tu which his district lies ; and when the person intended to be
summoned does not reside and can not be found within such State or
Territory, he may enter any collection district where such person ma

be found and there make the examination herein authorized. And to
this end he may there exercise all the authority which he might law-
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fully exercise in the district for which he was commissioned : Provided,
That * person,’” as used in this section, shall be construed to include any
corporation, joint-stock company or association, or insurance company
when such construction is necessary to carry out its provisions.

** 8ec. 3176, If any person, corporation, company, or association fails
to make and file a return or list at the time prescribed by law or by
regulation made under authority of law, or makes, willfully or other-
wise, a false or frandulent return or list, the collector or d&amt:r collec-
tor shall make the return or list from his own knowl and from such
information as he can obtain through testimony or otherwise. In nng
such case the commissioner may, from his own knowledge and from suc
information as he can obtain through testlmon¥ or otherwise, make a
return or amend any return made by a collector or deputy collector.
Any return or list so made and subscribed by the commissioner, or by a
collector or deputy collector and approved by the commissioner, shall be
prima facie good and sufficient for all legal purposes.

“If the failure to file a return or list is due to sickness or absence,
the collector may allow such further time, not exceeding 30 days, for
making and filing the return or list as he déems dproper.

* The Commissioner of Internal Revenue shall determine and assess all
taxes, other than stamp taxes, as to which returns or lists are so made
under the provisions of this section. In case of any fallure to make and
file a return or list within the time prescribed by law, or prescribed by
the Commissioner of Internal Revenue or the collector in pursuance of
law, the Commissioner of Internal Revenue shall add to the tax 25 per
cent of Its amount, except that when a return is filed after such e
and it is shown that the failure to file it was due to a reasonable cause
and not to willful neglect, no such addition shall be made to the tax,
In case a false or frandulent return or list is wlilfulhv{) made, the Com-
mlszsio::cr of Internal Revenue shall add to the tax per cent of its
amount.

“The amount so added to any tax shall be collected at the same time
and in the same manner and as part of the tax unless the tax has been
pald before the discovery of the neglect, falsity, or frand, in which case
the amount so added shall be collected in the same manner as the tax.”

SEc. 1318, That if any person is summoned under this act to appear,
to toslif;, or to produce books, papers, or other data, the district court
of the United States for the district in which such person resides shall
have jurisdietion by appropriate process to compel such attendance, tes-
timony, or production of books, pad}ers, or other data.

The district courts of ithe United States are hereby invested with such
jurisdiction to make and issune, both in actions at law and sunits in
equity, writs and orders of injunction, and of ne exeat republica, orders
appointing receivers, and such other orders and process, and to render
such judgments and decrees, granting in proper cases both legal and
equitable relief together, as may be necessary or appropriate for the
enforcement of the provisions of this act. The remedies hereby pro-
vided are in addition to and not exelusive of any and all other reme-
diles of the United States in such courts or otherwlse to enforce such
provisions,

SEc. 1319. That whoever in connection with the sale or lease, or offer
for sale or lease, of any article, or for the purpose of making such sale
or lease, makes any statement, written or oral, (1) intended or ecaleu-
lated to lead any person to believe that any part of the price at which
such article is sold or leased, or offered for sale or lease, consisis of a
tax imposed under the authority of the United States, or (2) ascribing
1 particular part of such price to a tax imposed under the authority of
the United Btates, knowing that such statement is false or that the tax
is not so great as the portion of such price aseribed to such tax, shall
be gullty of a misdemeanor and upon conviction thereof shall be fined
ﬂ'(])thmore than $1,000 or by imprisonment not exceeding one year, or

t

Sec. 1320. That wherever by the laws of the United States or regula-
tione made pursuant thereto any person is required to furnish surety or
suretles on any bond, such person may, in lieu of surety or sureties, and
under regulations prescribed by the Secretary, deposit with the United
States an amount of bonds of the United States issued after April 24,
1917, equal to the amount of such bend, together with an agrecment
authorizing the United States to sell such bonds in case of any default
in payment of the bond. In the discretion of the official having au-
thority to approve the bond, such honds may be deposited with a Sub-
treasury, Government depository, Federal reserve bank or member bank,
which shall issue its receipt therefor, describing the bonds deposited.
As scon asg the bond becomes vold and of no effect such bonds shall be
returned to the depositor.

TITLE XIV.—GENERAL PROVISIONS,

BEC. 1400, (a) That the following paris of acts are hereby repealed,
subject to the limitations provided in subdivision (b) :

(1) The following titles of the revenue act of 1916 :

Title I (ecalled ** Income tax ).

Title II (called * Estate tax').

Title III (called * Munitions manufacturers’ tax ™), as amended.

Title IV (ealled * Miscellaneous taxes),

(2) The following rts of the act entitled *“An act to provide
increased revenue to defray the expenses of the increased appropriations
for the Army and Navy and the extensions of fortifications, and for
other purposes,” e::ipprovad March 3, 1917:

Title 11T (eall ‘ Estate tax '),

Section 402 (called * Returns of dividends ™). e

(3) The following titles of the revenue act of 1017 :

Title I (called ** War income tax'),

Title II (called * War excess-profits {ax")).

Title 111 (ecalled * War Tax on Beverages') ;

'J:'hTmat I}? (ealled * War Tax on Cigars, Tobacco, and Manufactures
ereof ")

Title V (’called “YWar Tax on Facilities Furnished by Public Utilities,
and Insurance’) :

Title VI (called * War-Excize Taxes ") ;

Title VII (called “ War Tax on Admissions and Dues ™) ;

Title VIII (called * War Stamp Taxes') ;

Title IX (called * War Estate Tax ™) ;

Title X (called * Administrative Provisions ') ;

Title XII (called * Income-Tax Amendments ).

(b) Such parts of acts shall remaln in force for the assessment and
collection of all taxes which have accrued thereunder, and for the im-
position and collection of all pepalties or forfeitures which have ac-
crued and may acerue in relation to any such taxes, and except that the
unexpended balance of any appropriation heretofore made and now
available for the administration of any such part of an Act shall be
available for the adminisgtration of this act or the corresponding pro-
vision thereof: Provided, That, except as otherwise provided in this
Act, no taxes shall be collected under Title I of the revenue act of

1916 as amended by the revenue act of 1917, or Title I or IT of the
revenue act of 1917, in respect to any period after December 31, 1917 :
Provided further, That the assessment and the collection of all estate
taxes by the United States or by the collector from the executor of the
decedent or out.of the property of the decedent, and the imposition and
collection of all penalties or forfeitures, which have accrued under
Title 1I of the revenue act of 1916 as amended by the act entitled
“An act to provide increased revenue to defray the e: ses of the in-
creased appropriations for the Army and Navy and the extensions of
fortifications, and for other nrq_oset,” approved March- 3, 1917, or
Title IX of the revenue act of 191 , 8hall be according to the pmvlsions
Mfrittll: g ey tfhis uctt.éx i ed b t of t herei led

n the case of any mpos: ¥y any part of an act herein repealed,
if there i3 a tax mlgosed by this act in ﬁ:u thereof, the provision im-
posing such fax shall remain in force until the corresponding tax under
this act takes effect under the provislons of this act.

Title I of the revenue act of 1916 as amended by the revenue act of
1917 shall remain in force for the assessment and collection of the
income tax in Porto Rico and the Phll]lpplne Islands, except as may be
otherwise provided by their respective legislatures.

SEC, 1401, That section 1100 of the revenue act of 1017 is hereby
repealed, to take effect on Julﬁ 1, 1919, and thereafter the rate of
postage on all mail matter of the first class shall be the same as the
rate in force on October 2, 1917 : Provided, That letters written and
mailed by soldlers, sailors, and marines aseigned to duty in a foreign
coun engaged in the present war may be mailled free of postage,
subject to such rules and regulations as may be prescribed by t’i:e
Postmaster General.

Section 1107 of such act is hereby repealed, to take effect July 11,
1919. Except ns modified by this act, all of the provisions of Title XI
of the revenue act of 1917 shall remain in force,

¢) This section shall take effect July 1, 1919, .

BEC. 1403. That if any clause, sentence, paragraph, or part of this
act shall for any reason be adjudged by any court of rom!mtent Juris-
diction to be invalid, such judgment shall not affect, impair, or invall-
date the remainder of this act, but shall be confined in its operation to
the clause, sentence, paragraph, or part thereof directly involved in the
controversy in which such judgment has been rendered.

BEc. 1404. That the revenue act of 1916 Is hereby amended by adding
at the end thereof a section to read as follows:

“ Sec. 903. That this act may be cited as the * Revenue act of 1916." "

BEcC, 1405. That the revenue act of 1917 is hereby amended by adding
at the end thereof a section to read as follows:
19'1"_8'1:5. 1303. That this act may be cited as the *‘Revenue act of

Ts -

Sec. 1400, That this act may be cited as the “ Revenue act of 1918."

REc. 1407. That unless otherwise herein speeclally provided this act
shall take effect on the day following its passage.

Mr. LA FOLLETTE. Mr. President, there are two objections
to the pending bill: C

IMirst. It does not raise enough revenue.

Second. 1t does not distribute the tax burden fairly.

I do not intend in the present discussion to repeat the argu-
ment which I submitted to the Senate in support of a wise and
just poliey of war finanee when the last revenue bill was before
this body in 1917. It is enough to say that substantially all
economists agree that war should be financed solely by taxation,
never by loans.

It is no answer to the soundness of their reasoning to assert that
wars generally have been financed more largely by borrowing
than by taxation. It is true, Mr. President, that wealth, which
has had much to do with bringing on all wars, is potential
enough to control the legislation that shall finance wars.

It has been well said, sir, by the great body of economists
of the United States—representing practically every great uni-
versity and college under our flag, in a petition signed by more
than 300 of those leading economists, submitted to the Con-
gress that—

The policy of borrowing within the country Itself does not shift
any part of the Nation’s burden of war expenditures from the present
to the future. All it does is to make possible a different distributlon
of the burden among individuals and social classes, to permit repay-
ment to certain persons who have contributed income during the war
by other persons after the war.

The }:m iey of taxation for war expenditures is demanded h{ Justice.
Apart from the injustice arising from price inflation (resulting from
large Government loans), the policy of paying for the war by bond
issues gives property a preference over life ; it deals unjustly as between
citizen and cltizens,

The question of taxation versus bonds is not merely one of economics ;
it is one of morals, of right against wrong.

Wealth, which profits out of war, has had no time, sir, for the
consideration of scientific government finance, which from Adam
Smith down through all the great students of that great science
to the leading men of our own time lays down as a sound, as a
just, proposition to begin with, that all wars should be paid for
as you go by taxing wealth, rather than by selling bonds and
levying upon the labor of the future to pay the interest and the
principal of the bonds; and, second, that the expenditures of
war should be paid for as you go as a sound, business, financial
proposition for the Government itself. And that, sir, is con-
firmed by all history.

Returning to the point from which I digressed, from this peti-
tion: .

The eitizen who contributes even his entire income, beyond what is
necessary to subsistence itself, does less than the eitizen who contributes
himself to the natlon,

But, Mr. President, while I do not purpose to reargue that
issue at this time I must here and now, and shall at all times,
maintain that the cost of this war and tht cost of all wars
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should be paid whelly or in the larger part by taxation and that
bond issues should be held down to the lowest possible minimum,
This is required by the princinles which should govern the just
disiribution of the burdens of war and is demanded as a wise
and sound policy of Government finance in time of war.

EXCESSIVE BOND 1SSUES DEAR HEAVILY ON PEOPLE.

I am not going to follow, Mr. President, now as I did when the
tax bill of 1917 was pending before this body, step by step, the
history of the financing of wvarious wars in which the United
States has been engaged. It was futile then so far as votes in
the Senate were concerned, and I understand perfectly well
that it would be futile now, I demonstrated then the peril of
raising the money to finance the war by bond issues. You may get
along with that policy all right at the time. But if you do succeed
in conducting the war on the credit plan the trouble is sure to
come later. As a result of pursuing the same poliey that we are
pursuing now in financing this war we narrowly escaped finan-
eial collapse in previous wars of this country, the War of 1812,
the war of 1846, and the war of 1861, the expenditures of which
,were but a pittance compared with those with which we are
dealing now.

I am not going to reargue that question. The Senate con-
sidered it at that time. I plead with you then to inauguraie the
right kind of a plan of taxation at the beginning of this war,
‘knowing full well, if we started out on a policy of taxing too
little and berrowing too much, that it would be carried on
throughout the war.

Anything that I said at that time did not prevail ; anything
that I say now I have no expectation will prevail with the Senate.
Baut, sir, it has been the political and the public-service policy of

my life to pursue prineiple, regardless of results: and when I |

put my hand to the plow I go straight through to the end of the
furrow.

We tiptoe around this question of taxing incomes. I do not
know as to the mail of other Senators at the present time, but I
Eknow that my own mail dally, many times a day, comes to the
office loaded with appeals from the families of soldiers who are
suffering because the allowances and the insurance have not
been pald. Sir, when imposing these taxes upon incomes and
war profits we ought to remember that the family that gives up
the father and the sons at the call of the Government gives up
absolutely all it has, gives up mot only its income-producing
power, but in giving up the father and the sons it gives up its
eapital as well as its income-producing power. And yet you balk
at taking less in income taxes than is imposed upon incomes in
Great Britain, except in the case of the incomes of the few very
rich. These are not taxed as high in England, for the very rich
made the income tax of Great Britain,

Commenting on the narrow escape from financial disaster
which we experienced as a result of the mistaken policy pursned
in finanecing the Civil War, Prof. Henry C. Adams, in his excellent
work on Public Debt, says:

An ade«‘uate polley for the management of war finances is a tax
ﬁnlicy, sted by credits, rather than a credit polley assisted by taxa-
on.

When the revenue bill of 1917 was before the Senate I pointed
out that the revenue act of that year was wholly insuflicient to
meet the requirements of the Government for the taxable year
‘and that the only result of adopting the measure would be one
bond sale after another by the Government, with all of the
‘hardships resulting to the people from the vastly increased cost
of living, as well as the danger in which it would ultimately
involve our entire financial system. It is in no captious spirit
ithat I refer to this matter. I make reference to it at all only
to show that had the arguments been heeded which were then
Jarged by the minority we would have laid the foundation for a
Just plan of taxation and one which would prove a protection
and a safezuard to us in the great financial stress we are sure
to encounter when the period of readjustment and depression
incident to the waste and destruction of this war comes upon us

ly.
m % LARGE EXPENDITURES SHOULD HAVE BEEN FORESEEN,

The inadequacy of the present revenue act is attempted to be
Jexcused at this time on the ground that unforeseen contingencies
Jeaused greater expenditures than were anticipated, and that,
iwhile the rates of taxation in the law of 1917 were justified by
the then known facts, experience has shown that money eneugh
was not raised.

1 know of nothing which has occurred since the revenue act
of last year was framed and passed which should not have
‘been foreseen, and nothing whereby the expenses of the Govern-
iment were increased over the amount which it should have
becn reasonably expected we would have to meet. We then
stood pledged * to our last dollar and our last man ™ to win the
war. We then expected a war longer by at least a year than

it has proved to be. Our list of casualfies and wounded is
truly appalling, but that must have been expected when we en-
tered upon the war. There was never any limit placed upon
the number of men or the gquantity of munitions we would send
to Eurdpe, and the amount of money we would loan to the allies
was measured by necessity only. We were to loan the money
necessary and send the men and munitions necessary to win
the war. That was what every Senator looked forward to, and
every Senator knows that by the unexpected breaking of the
German war machine we have come out of the war at least a
yvear earlier than we at that time had reason te expect, with the
consequent saving of billions of dollars,

No, Mr. President; we can not excuse the now admitted in-
adequacies of the Iast revenue act on the ground that we have
had to meet unexpected expenses. The fact is that the act of
1917 falled to properly tax war profits and excessive incomes,
and subsequent events have only proven what we then knew er
should have known.

At the time we framed the revenue bill of 1917 the facts were
before us, or could have been obtained, by which the expendi-
tures of the Government for the then taxable year could have
at least been approximated with reasonable cerininty and some-
thing at least approaching a proper rate of taxation could have
been adopted.

It will be recalled, without my going into the figures in detail,
that when in Aug'ust of last year the revenue bill was reported
to the Senate it was accompanied by a report from the Com-
mittee on Finance estimating the expenditures for the fiseal
yvear 1918 at $5,693,000,000, and estimating receipts from various
sources at amounts which left additional revenue necessary to
be raised by taxation or a further bond issue at $1,943,458,000,
and it was further estimated that the bill would produce some-
thing over $2,000,000,000.

In the minority report presented at that time these figures and
estimates were controverted, and in that report it was said:

At the very least our people must raise in excess of $13,000,000,000
:?m be expended in the present fiscal year, even if the war ‘should stop
1.

That statement is verified by the report of the Secretary of the
Treasury for 1918. That report states that the expenditures on
account of war for the fiscal year ending June 30, 1918, were
$13,196,071,287.40. As I understand it, between four and five
billion of this amount is represented in loans to the allies. But
in the meantime another half year has passed, with expenses
mounting at the rate of a billion or more a month, and we are
now face to face with the difficulty involved in raising the money
to finance the Government for another year.

How are we to meet this situation?

‘The Secretary of the Treasury informed us when before the
Finance Committee that our people have already subscribed for
bonds aggregating §17,968,340,000, as follows:

First loan _____ $2, 000, 000, 000
Second loan 3, 80!5. 776, 150
Third loan 4,176, 516, 850

Fourth loan. ... 6, 989, 047, 000

In addition, war suvings stamps have been sold and issued
amounting to $800,000,000, or a total of $18,768,240,000.

A vast amount of money, sir, has been drawn from the people
by the Government loans already made. Many people under the
pressure of the times borrowed to buy Government bonds, They
must earn the money to pay their debts. A period of reaction is
at hand. Hundreds of thousands of men in the change from war
1o peace will be out of employment. Tens of thousands of them
are out of employment now, The streets of our great cities are
thronged with men looking for employment. The conditions un-
der which we have financed the war are on the threshold of a
mighty change. It oceurs to me that Senators would do well to
take that into account.

TFEXDING DBILL WILL XOT RAISE SUFFICIENT REVEXTE,

Now, what does the present bill propose? It proposes to raise
less than $6,000,000,000 by taxation to meet the expenses of the
Government for the taxable year. The total disbursements for
the fiscal year 1918 are given in the report of the Secretary of
the Treasury for the year 1918 at $21,813,3856,508.39, The for-
mer Secretary of the Treasury stated before the Finance Com-
mittee but a few days ago that we will expend for the year end-
ing June 30, 1919, at least §18,000,000,000. Not a fact has ever
been given by anyone which attempts to show that the expendi-
tures of the Government for the fiscal year 1919 will be less
than those of 1918. For at least a portion of the fiscal year
1919 we know they will be proportionately larger, and I here
venture the opinion that they will be nearer $22,000,000,000 than
$18,000,000,000. How is the Government going to float loans
covering the next 12 months of from ten te twelve billion dollars
of bonds, probably more, in addition to those already taken?
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How Is it going to do it, especially if it has not properly taxed
wealth and war profits? We can, of course, pass this bill, wash
our hands of the matter, and hope that in the next few months
something will turn up, or that the people will continue to buy
the bonds of the Government; but we must consider more than
next year.

Beyond that is the next and the next and the next year,
during which time all experience shows there will be compara-
tively little decrease in the disbursements of the Government.
Gentlemen seem to be proceeding upon the theory that with
the passing of the present or, at most, the next year our dis-
bursements will shrink to something approaching normal con-
ditions and that we may then enter upon the liguidation of our
glant indebtedness without too great hardship.

But, sir, nothing is further from the truth than that assump-
tion. as shown by the experience of this country in each one
of its wars, TFor the purpose of illustrating our experience in
other wars 1 have prepared a table showing the total disburse-
ments of the Government for the year preceding the War of
1812, the Mexican War, and the Civil War, and also the total
disbursements of the Government of each of the years of those
wars and for a period of five years or more after peace was
concluded.

ADMINISTRATION'S POLICY 18 CONTRARY TO EXPERIENCE.

The War of 1812 began June 19, 1812, and ended with the
treaty of Ghent on December 24, 1814. The treaty of peace
was dated almost at the conclusion of the calendar vear 1514,

Now, Senators, note the expenses year by year. In 1811 the
normal or peace time expenses of this Government amounted to
$14,110,525.59. In 1812 the expenses rose to $22,831,595.68.
In 1813 the expenses were $37,825,932.08. In 1814 they were
one million less, Now, mark you, in 1815, the first year of
peace, they rose from $37,000,000 to $40,826,248.96.

Senators upon the other side of the Chamber who voted for
a reduction of taxation in 1919 on the assumption that the cost
of this war was to begin to diminish rapidly by that time did
not take into account our experience in other wars.

The first year of peace following the War of 1812 the dis-
bursements of the Government were $3,000,000 more than they
were the last year of the war.

I Let us go a step further. Let us look at the history of this
country in the years succeeding other wars. T have just given
you the amount of Government expenditures the first year of
peace following the War of 1812, It jumped $3,000,000 above
the last year of the war instead of falling below it. The policy
of Mr. McAdoo and the other members of the administration
in fixing the tax at $4,000,000,000 for the next year, instead of
$6,000,000,000, is contrary to the history of the Mexican War.
It can not be possible that you did not know that history, and
that you were playing pelitics. It is unbelievable that you
thought it would be clear political management to reduce the
taxes for next year, just as you are about to lose control of
Congress, and throw upon a Republican Congress the onus of
increasing taxes or selling bonds to raise money in a time of
wace,
; In 1815, the first year of peace after the War with Great
Britain, the disbursements were $£3,000,000 more than they were
ihe last year of the war. Now, let us see about the next year.
In 1816, the second year after the war, they were $49,052,870.60,
or $12,000,000 more than they were the last year of the war.
JYou were planning in this bill for a tremendous shrinkage of
expenditures and disbursements, and you are proposing in this
bill and carrying it through the Senate by a party vote that
there shall be levied next year only $4,000,000,000 of taxation.
Is it possible that you are willing to go on record as being in
faver of excessive bond issues, creating inflation, imposing on
the people the increased costs in the living sure to result from
the inflation attending large bond sales?
~ Mr. SMITH of Georgia. Will the Senator allow me?
| Mr. LA FOLLETTE. Certainly.

Mr. SMITH of Georgia. I have been listening with a great
deal of pleasure to the Senator., Whatever the figzures may have
been with reference to the other wars, I have not any doubt
myself that the expenses will be less in 1920. I know the Army
will be disbanded; and that expenditure will be gone. I know
this enormous construction will decrease; I do not see how it is
possible that the expenses in 1920 can be anything like what
they will be this year if we manage our affairs well.

Mr. LA FOLLETTE. Yes, Mr. President; of course, I am
sure that the Senator does not. I know he must have followed
that line of reasoning or else he could not have voted as he did,

He probably did not have in mind the history of the ex-
penditures following these other wars. There is not a single
war to which our Government has been a party in which for
the first year following the close of the war it did not cost

nearly as much or more for the settlement of the debts of the
war than the last year of the active military operation.

AMlr, SMITH of Georgia. ill the Senator allow me further?

Mr. LA FOLLETTE. Certainly.

Mr. SMITH of Georgia. Without any regard to what took
place after those other wars, from my own knowledge of what
we have to pay next year and what we will not have to pay
in 1920, I still believe the expenses in 1920 ought to be vastly
less than those of 1919.

Mr. LA FOLLETTE. I-thought the Senator believed it.
If he did not so believe he would not have voted as he did.

Mr. SMITH of Georgia. I would not. 1

Mr. LA FOLLETTE. I am sure he would not. .

Mr. SMITH of Georgia. So far as I know I was the first
person to advocate the reduction of taxes for 1919 payable in
1920. I did it because I thought as a member of the Military
Committee I knew what the expenses would be next year, and
I knew thai they ought not to be any more in 1920,

Mr. LA FOLLETTE. Let me say to the Senator that in
every other war the armies were demobilized immediately after
the war closed. You know that in this war we are not :
demobilize a large part of our Army at all. We are told ti?
is the plan to keep from one million to a million and a half}
men in Europe for an unknown period. There is a wide dif-
ference between the conclusion of this war and other wars.
So T refer to these statistics and every one of those facts as
being against the Senator's contention of a relativaly large
reduction of expenses.

Mr. SMITH of Georgin. The Senator does not mean that we
are to keep them after 1919 in Europe?

Mr. LA FOLLETTE. We do not know. When the Secretary
of War was before the Committee on Finance he said he did
not know how long they were to be kept over there; that it
depended upon the conditions abroad ; that he was going to keep
32 divisions over there until the conditions changed.

Mr. SMITH of Georgia. Will it not require legislation by
Congress to keep them more than four months after the war
ends?

Mr. LA FOLLETTE, Oh, Mr, President, what has that to
do with it? Does the Senator doubt that Congress will bend its
knee whenever the administration ealls upon it for a change in
legislation and for appropriations to meet the change? Has
Congress shown any independence in the matter of yiclding to
the administration when it asked it to appropriate for ex-
penditures for the War Department or for any other depart-
ment? If the administration without any aection on the part
of Congress should attempt to use the Army of the United
States abroad in countries with which we have not declared
war, I have not any doubt but that Congress would vote money
to provide for those armies, It has been, Mr. President, of ail
the Congresses in the history of this Government the most sub-
servient to the will of the administration,

So it Is no answer to say that they must come back to Con-
gress for what they wish to have appropriated. If Congress
should have an awakening, if Congress should get a grip on
itself, if Congress should really become an independent coordi-
nate branch of this Government, as was intended under the
Constitution, then the record it has been making since we de-
clared war would have to be radically changed. Since that
time Congress has been doing the behest of this administration
without any independent judgment or mind upon anything.

Mr, KING. Will the Senator yield for just a moment?

Mr. LA FOLLETTE. Certainly. g

Mr. KING. The Senator was administering rather a rebuke
to this side of the Chamber because the tax for the current
year was fixed at $4,000,000,000. The Senator thought that that
was too low. I am inclined to think the Senator is right in
that observation, but may I not suggest to my friend that his
side of the Chamber has not proposed an amendment to the
bill inereasing it above the $4,000,000,000 mark. So, if we are
to be criticized for not levying a tax in excess of $4,000,000,000,
I think my friend, in justice, ought to criticize the other side
of the Chamber because they have not proposed an amendment
augmenting the amount.

Mr. LA FOLLETTE. I wish to be perfectly fair, as the
Senator from Utah, I think, will believe. If the amendment to
which he refers, against the adoption of which this side of the
Chamber contended, had been st:cken from the bill, the bill
would have stood at $6,000,000,000 and no other amendment
would have been necessary.

Mr. KING. As I understood the contention of the mi-
nority——

My, LA FOLLETTE. I think I am right about that.

Mr. KING. I may be wrong; but my understanding of the
contention of the minority was that we ought not to levy a
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tax at all for the fiscal year ending June 30, 1920, but that we
ought to be convened in special session in March or April of
the ggoming yvear and lay the taxes for the fiscal year ending
in 1920.

., Mr. LA FOLLETTE. That may have been the effect of the
argument made before the Senate; but if the committee amend-
ment had been rejected the tax levy for next year would have
stood at $6,000,000,000.

Mr. NORRIS. Mr. President——

The PRESIDING OFFICER (Mr. NvgesT in the chair).
Does the Senator from Wisconsin yield to the Senator from
Nebraska ?

Mr. LA FOLLETTE. I do.

Mr. NORRIS. I heard what the Senator from Wisconsin
said, but I eould not hear what the Senator from Utah said.
I do not want to permit fo go unchallenged the statement that
the minority were not in favor of levying any taxes at all for
the next year. The bill was in such a shape that if that amend-
ment—that I presume the Senator was speaking about as I
came into the Chamber—had not been put on the bill there
would have been the same tax for the next year that we are
levying for this year.

Mr. LA FOLLETTE. I submit that is the parliamentary
situation.

Mr. NORRIS, That is the parliamentary situation in the
Senate.

Mr. SMITH of Georgia.
about that.

Mr, LA FOLLETTE. Of course, that would be the fact.

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Nebraska?

Mr. LA FOLLETTE. I do.

Mr. NORRIS. The tax carried by thke bill would have re-
mained on the statute books until changed.

Mr, SMITH of Georgia. If the Senator will yield to me, un-
doubtedly that is true, and that is what he insisted upon, that
we were fixing a tax for 1919 and 1920 and indefinitely unless we
modified it.

i Mr, LA FOLLETTE. Exactly.

Mr. SMITH of Georgia. And as we did not need by $2,000,000,-
000 that sum for 1920, we ought in this bill to say so.

Mr. LA FOLLETTE. I understand that was the argument of
Senators upon the other side,

Mr. SMITH of Georgia. The only objection from the other
side that I have heard was that we did not continue $6,000,000,000
as a tax; and in the discussion heretofore on the floor of the
Senate it was not suggested that you desired to maintain a
$6,000,000,000 tax, but that the majority desired to say later on
next year——

. Mr. LA FOLLETTE. What the tax should be.

Mr. SMITH of Georgia. How the $2,000,000,000 should be
‘taken care of, the objection being, and it was not merely the
objection of the Senator from Wisconsin, that we left the excess-
profits tax, and it ought to come off altogether. I do not mean
that they were influenced by the Senator from Nebraska or the
Senator from Wisconsin. I have no doubt there are several
Senators on the other side who were not in any way influenced
by that view, but that was the line of discussion that we met in
opposition.

+ Mr. NORRIS. Mr. President, will the Senator from Wiscon-
sin yield to me?

Mr. LA FOLLETTE. I yield to the Senator from Nebraska.

Mr. NORRIS. The situation is this: A bill came into the
Senate, and then the Senate Committee on Finance proposed an
amendment that would lower the tax after the bill should
have been in operation for one year. To that I was opposed,
and to that, I think, there was a solid vote in opposition on this
side. It may be that some were moved by one theory and some
by another, but the fact remains that, if that amendment had
not been put on, and if nothing had been said about any suc-
ceeding year, the bill would have remained in force at the
$6,000,000,000 amount indefinitely——

. Mr. SMITH of Georgia. Undoubtedly.

! Mr. NORRIS. Unless it had been changed by some subsequent
act of legislation. So far as I am concerned, I should rather
have increased the $6,000,000,000. We know that we shall not
have money enough in either one of these years to pay the obli-
gations of the Government, and it seems to me personally, al-
though I did not take any part in the argument, that it is poor
policy for the Government to lower the tax now for a year that
is to come, when we know that during that year and during
this year we are not going to raise money enough by taxes, but
shall have to issue bonds.

Mr. LA FOLLETTE. Yes, Mr. President; if I might supple-
ment what the Senator from Nebraska is now saying, and when

I do not think there is any doubt

we know that the sources from which we might take large reve-
nues——

Mr. NORRIS. Are going to disappear.

Mr. LA FOLLETTE. That have made enormous profits out of
the war are going to disappear in the next year or two.

Mr. SMITH of Georgia. Mr. President——

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Georgia?

Mr. LA FOLLETTE. I yield. i

Mr., SMITH of Georgia. I wish again to express my full
agreement with the Senator from Nebraska [Mr. Nogrris] as
to what would have been the effect of this bill if this modifica-
tion had not been made. I only wish to repeat that that objec-
tion to the modification has been presented, so far as I have
heard, to-night for the first time, and it was not the objection
which I understood influenced the majority of those opposed
to it. I am not surprised to know that that objection influenced
the Senator from Nebraska, and I knew that it influenced the
Senator from Wisconsin, for I understood their views on the
subject of meeting the expenses of the Governmment more rapidly
by heavier taxation.

Mr. LA FOLLETTE. Than by heavy bond issues.

Mr. STERLING. Mr, President, will the Senator from Wis-
consin yield to me for a moment?

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Souih Dakota?

Mr. LA FOLLETTE. I yield to the Senator.

Mr. STERLING. As I understood the Senator from Georgia
[Mr. Syrrr], he said that the suggestion had not come from
this side of the Chamber that the expenses of the Government
for the year 1920 would exceed the amount provided for by
the pending bill.

Mr, SMITH of Georgia. No; that is not exactly what I said.
I said that I had not heard from that side of the Chamber that
they were unwilling for the tax of $6,000,000,000 to be con-
tinued for 1919-20. They agreed that it should be reduced, hut
they desired it reduced when the new Congress came in,

Mr. STERLING. Mr. President, I should like to read a part
of what the Senator from Utah [Mr. Saoor] said as to the
amount that would probably be needed in the fiseal year 1920.
His statement was as follows. I read from page 492 of the
RECORD :

Mr. Smoor. Under the pending bill the estimated reeceipts for the
fiscal year ending June 30, 1919, are $5,987,406,000. That is to be
collected on business for the year 1918 during the calendar year 1919.
I am discussing the guestion as to the amount of taxes we shall raise
on the business of 1919 to pay the expenditures of the Government
beginning July 1, 1919, and ending June 30, 1920, They are two
separate and distinct propoesitions, and I want Senators to ow that
they are distinet propositions. I want the people of the country to
know the amount of money we shall have to raise in some way to
meet the expenditures for the fiscal year ending June 30, 1920, wlrl be
at least $10,000,000,000.

I have read this, because while the Senator from Georgia says
that he did not say exactly what I had thought, yet the impres-
slon was left, I think, that there had been no contention on this
side that more than $4,000,000,000 would be needed.

Mr. LA FOLLETTE. Mr. President, I proceed to derive from
the history of our previous wars such light as experience can
furnish to guide the Senate at this time. The Senate will shut
its eyes to the light. I know that perfectly well, but I am going
to set it before Senators. I am going to put the lamp at their.
feet, and then let them go blindly on in the other direction if
they choose to do so. However, here is what the history of all
other wars tells us. Just how we are going to reduce expendi-
tures more rapidly in this than we have in other wars I should
be glad to be enlightened.

Mr. STERLING. Mr. President——

The PRESIDING OFFICER. Does the Senator from Wiscon-
sin yield to the Senator from South Dakota? -

Mr. LA FOLLETTE. I do.

Mr. STERLING. For information more than anything else,
I should like to ask the Senator from Wisconsin a question or
two along this line. How many enlisted men and officers does
the Senator from Wisconsin believe will be demobilized and dis-
charged from service within the next few months?

Mr, LA FOLLETTE. Well, Mr. President, I think perhaps I
am not betraying any confidential communication, for I do not
remember that the Secretary of War imposed any restrictions
upon us when he was before the Committee on Finance, when
he said that at the extreme limit we had over there 42 divisions
of troops, and that it was the purpose of the Government to
keep 32 divisions there; that just how long they would be kept
there would depend entirely upon conditions; that was in-
definite; and he could say nothing further about it; but that
for the present it was the plan of the Government fo bring
back the difference between 42—I am stating my recollection
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of the figures—and 32 divisions; that after the troops in the
cantonments had been demobilized upon this side that it was

the purpose to use these camps for the reception of treops

breught back from everseas and for their demobilization as the
business of the department would permit.

AMr. STERLING. 1 mention this, Mr. President, because T am
somewhat startled at the statement of the Senator from Wis-
consin to the effect that the expenses for the year after the
war—and I take it that that means after demobilization also;
1 think it is fair to construe it in that light—wil be greater
than the during the war,

I have figured on this basis, somewhat hurriediy, that there

will be at least 1,500,000 men demobilized and discharged and’
out of the pay of the Government within that time, or very
seon. Now, that number of men at $30 a month—and that is/

the minimum for the enlisted men, and does mnot include the
officers—will be $45,000,000 for one month; for the year it will
be $540,000,000. That is for pay alone.

Now, I take it that subsistence itself will cost as mmuch as’

the monthly wages will amount to; and that would be $540,-
000,000, or a total of $1.080,000,000 in the year after the de-
mobilization of 1,500,000 men. It iz a little hard for me to
understand where the rest of the extraordinary expenses come
in after the demobilization.

Mr. LA FOLLETTE. Mr. President, 1 can understand ihe
Senator's point of view. He is merely considering the saving
from partial demobilization and nothing else connected with
the cost of war; but if he knew that in the last year of the
War of 1812 we had demobilized the troops and yet it was
the most expensive year of that war, it might suggest to him
that there were other things to take into account aside from the
discharge of the men from the service.

Then if he knew, furthermore, our experience following our
other wars proved the same thing as to the difficulties encoun-
tered in reducing the higher levels of war expenditure, per-
haps he would conclude that there were quite a number of things
-outside of the demobilization of the iroops to be taken into
account.

Furthermore, with regard to the Civil War, if the Senator
knew that the troops were almost entirely demobilized within
'two or three months after the war was over and that it appears
that we are to keep at least a million and a half of our men
in Europe for an unknown period, he might possibly think that
his figures would stand revision.
¢ Mr., STERLING. I am counting on that, I will say to the
Senator from Wisconsin; but I still find what 1 have stated to
‘be the result of the demobilization of that many men.

‘ Mr. LA FOLLETTE. Mr. President, I now resume where 1

was interrupted.

. 1 said a moment ago that I did not expect to be able to im-

gmss the Senate with the result of the history of previous wars;
do mot; but I am going to put it into the Becorp. I think if

_Etlzy serve as a warning to the country of what is to follow after

8 war.
| In 1815, the first year of peace following the War of 1812,
the expenditures rose to $40,326,248.96, or $3,000,000 more than
ithe last year of the war, the war having closed and peace having
been declared in December, 1814, so that the year 1815 was the
‘first full year of peace.

Mr. THOMAS. Mr. President, would it interrupt the Senator
if I shonld interject a remark there?

' Mr. LA FOLLETTE. Not at all.

Mr. THOMAR. I merely wish to say that I am satisfied with
the correctness of the Senator’s figures, because I investigated
! the subject somewhat myself and stated in the committee that
the peak of expenditures occurred during the year affer the
,war instead of during the war. I indulge the hope, howerver,
_that the second year after the war will not be guite so bad, espe-
cially if Congress will practice some of the economies which, as
individuals, we are advocating.
~  Mr, LA FOLLETTE., Mr. President, I remember the posi-
tion of the Benator from Colorade upon the subject when it
was before the Uommittee on Finance. But we will do better
tlmn our predecessors have following other wars if we even
nppronc-h the neighborhood of normal expenditures for several
‘years to come, as I proceed to demonstrate:

i In 1816, the second year after the war of 1812 was ended, the
‘expenditures rose to $49,052,370.66 as against $37,825,032.08 in

ithe last year of the war. In 1817, three years after the war, |

they were $41,794,774.90, or 84,0(1),000 moere than they were the
Jast year of the war; in 1818, after five entire years of peace,
theexpensessﬁﬂstoodatmmsﬂ.ﬁ&orm]y $3,000,000 less
than they were in any year of the war; and it was not until
nine years after the war, or in 1823, tlmt the expenses ap-
proached the peace-time status.

Now, Mr. President, I have here in mny motes a table tnken
from the report of the Secretary of the Treasury giving the ex-
penses for the year 1811 to 1823, which 1 ask fo have incorpo-
rated in my remarks.

The PRESIDING OFFICER. Without objection, it iz so
ordered.

The table referred to is as follows:

Wan oF 1812,
Began June 19, 1812,
Ended December 24, 1814, by treaty of Ghent,
The following table shows the total disbursements, including public-
debt transactions, of the Government for the year wior to the war aml
for the years during and subsequent to the war d ated in the table @

Year: Tolal of all disbursements
1811.__ , 110, 525, 59
1K1 22,831, 583. 68
181 39, B25, 932. 08
1R 38, T54, 005. 18
181 40, B2G, 248, 96
1 49, 052, 370. oG
181 1, 794, T74. 50
181 86, 136, GT74. 58
181 25,118, 232, 82
1820. 22,9286, 210. 18
1821__ 20, 268, 098, 97
1822 o 18, B43, 951. §!
1823 16, 472, D48. 49

Mr. LA FOLLETTE. DMr. President, you will observe the
seme thing with respect to the Mexican War. Starting with n
peace-time expenditure of $£34,000,000 prior to the war, it leaped
to $64,500,393.84 during 1847, the second year of the war, while
in 1848 the expenditures were $64,981,993.406, and the treaty
of peace was signed in February, 1848, so that could bardly
be reckoned as a war year. In 1849 the expenses still stood
at over $60,000,000, and in 1853, five years after the war, they
were over $59,000,000, or $20,000,000 more, substantially, than
they were prior to the beginning of the war.

Mr. President, I nsk to incorperate in my remarks at this
peint a table showing the expenditures of the years durlng and
following the Mexican War.

The PPRESIDING OFTICER,
ordered.

The table referred to is as follows:

MEXicax Wan.
Began April 24, lﬂm
Emded February ¢ of Guadalupe
The following tabie shuuu ﬂne “total 4 uhunmeutn, including pulilic-
debt transactions, of the Government for the year prior to the war and
for the years mhmqum to the war designated in the table :

Without objection, it is so

Year: Total of all disbnrsements,
184 £34, 811. 140. 70
1 21, 70K, 319, 81
1847 500, 393, 84
1848 G4, 5R1, D93, 40
1849 00, 865, 471, 8T
18560 49, 817, 67L.GH
1858 LY, B17, T80 44

ETATEMENT OF EXPENDITULES FOLLOWING THE CIVIL WAL

Mr. LA FOLLETTE. Mr. President, the Civil War even mere
graplically illustrates the same principle. I will assume that
the war started at the time Jeflferson Davis was elected presi-
dent of the Confederacy in February, 1861, and that it ended
when Lee surrendered in April, 1865, Having these dates in
mind, the table I present is peculiarly instructive. In 1860 the
normal or peacetime expenditures were $85,373,193.05. Keep
those figures in mind. In 1860 $85,000,000; in 1861, £93.000,-
000 in 1862, $573,000,000; in 1863, $908000000 in 1804,
$1,265,000,000; in 1865 they were smm,szﬁ.cm.

Now, mark you, Lee surrendered April 9, 1865, and (Le great
demobilization of the Union troops took place in the ¢ity of
Washington when the grand review was had along Pennsyl-
vania Avenue here in May of that year. That wonderful army
disappeared, went back to the vocations of peace, melted away,
became no longer a subject of expense to the Government or
the country, in the first three or four months of that year;
and vet the year 1865 was the big year of expense of that war.
It was not the year of greatest military activity., There were
few operations of the great armies upon either side after Janu-
ary, 1865. They were at grips, it is truoe; there was a bulldog
tenacity upon both sides. But so far as military expense due
to activity in the fleld was concerned, there was probably the
smallest expenditure during January, February, March, and
April, 1865, than for amy like period during the cntire war.
Nevertheless, disbursements for the year 1865 <vere the highest
of any year of the war, and the war ended within the first 90
days of that year. In other words, 18065 was a year of peace
for 9 out of the 12 months, but it was the costliest year of the
whole war,

What justifiecation have you, Benators, for assuming that
there will be the enermous reduction in disbursements which
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you propose in this bill for the first year of peace? All history
and experience is against you. Your plan simply means lighter
taxes on big incomes, and monster war profits, and more loans,
and Jarger bond sales.

Mr. SMOOT. Mr. President——

The PRESIDING OFFICER (Mr. McKeLrar in the chair).
{)oeﬂvthe Senator from Wisconsin yleld to the Senator from

Ttah?

Mr. LA FOLLETTE. I do.

Mr, SMOOT. I want to call the Senator’s attention to one
statement that was made by the Secretary of War that gives
us some idea as to how the expenses of the War Department
for the coming year were arrived at.

The Book of Estimates, as first prepared by the War Depart-
ment—and, by the way, it is printed and any Senator can get a
copy of it—showed that the estimates for the fiscal year ending
June 30, 1920, or the coming fiseal year, would amount to
$19,169,055,721.60. 1 asked the Secretary of War: “ Well, how
did you arrive, then, at the second estimate of the expenses of
the War Department for that year?” and that amounted to
$1,916,905,572.16. The answer was that his first estimates were
based upon an army of 5,000,000 men, and that this estimate
was based upon an army of 500,000 men, or one-tenth of the
number of men, and therefore one-tenth of the amount of the
first estimate. I called the aitention of the Senate the other
day to the fact that if there are more than 500,000 men in our
Regular Army at any time during the year beginning June 30,
1919, and ending June 30, 1920, we shall have to pay more than
these estimates call for.

Mr. LA FOLLETTE. But there was not a soggestion, as I
remember the Secretary's statement, of returning to this coun-
try, within any definite period of time, more than a fourth of
the great army we have abroad. We are going to keep over
there for an indefinite period a million to a million and a half
of men, unless there is a change in plans.

Mr. VARDAMAN. Mr. President, I suggest to the Senator
that if we are to hold the hands of those toddling little prinei-
palities until they learn to walk alone, probably we will have to
furnish the necessary money.

Mr. LA FOLLETTE. Yes. That is a still bigger question.

Mr. LA FOLLETTE. DMr. President, let me go on, if the
Senafor will permit me, with the figures that L started to give.
-If I can not, I do not know that I will be able to finish to-night.

Mr. JONES of New Mexico. I think it will be well, however,
to have this observation in mind: The Secretary of the Treas-
ury had in mind the fact that, even though the expenditures
might prove to be greater than the amount of his estimate, yet
the sum of $4,000,000,000 would be as muech as we ought to
raise in the fiscal year by taxation, because the additional ex-
penditure would be on aceount of the war, and through all this
legislation we have been endeavoring to pay from a third to a
half of the actual war expenses by taxation. That was the
theory, as I understand, upon which the amount was arrived at.

Mr. LA FOLLETTE. That is true; and, of course, the Sena-
tor from New Mexico, not being in the Chamber when I made
the earlier portions of my argument this evening, missed what
I then said. I do not concede that to be sound war finance.

Mr. JONES of New Mexico. I knew, of course, Mr, President,

that there was a difference of opinion on that point; but this
estimate and the fixing of the amount to be raised by taxation
is in keeping with the plan which we have generally kept in
mind.
Mr. LA FOLLETTE. Yes; I think it is, Mr. President, and I
think it is a bad plan. I think it is a plan that Is, in a way, a
crucifixion of the great mass of the people of this country. It
is a rank injustice. It is a diserimination that ecan find no
Justification anywhere; and I believe that when the people
come to understand that they will take it into account.

Mr. JONES of Washington. Mr. President—

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Washington?

Mr. LA FOLLETTE. I yield.

Mr. JONES of Washington. As I understand the suggestion
of the Senator from New Mexico, it is that the Secretary of the
Treasury practically admitted or assumed that we would issue
bonds to take care of a part of the money that we would have
to raise for the fiscal year 1920.

Mr. LA FOLLETTE. Oh, yes, Mr. President. I think that
is true not only of the position of the Secretary of War but
of the position of the Secretary of the Treasury. The Secre-
tary of the Treasury starts off for this year with the assump-
tion that we will need $18,000,000,000, and he assumes that all
we ought to raise by taxation is $6,000,000,000; and he said
again and again to the committee, “If you will provide for

$6,000,000,000 by taxation, I will take care of the rest of it as
Secretary of the Treasury,” which meant that he would take
care of two-thirds of that amount by loans. It could not mean
anything else.

Now, Mr. President, I believe that to be an abominable doc-
trine. I believe it to be a doctrine that the people of this country
ought to resent and that any administration which stands for
fastening upon the people 663 per cent of the expenses of the
war by loans, interest-bearing obligations, ought to be forever
turned out of power. That is my notion about it.

I do not know how much better the Republicans would do. I
know it is the view of some Republicans that bond issues should
be large and taxes should be small; but I do not care who ad-
vocates that view. I stand here to say for myself, as one Senator
of the United States, that I am against it. I would be in favor
of raising two-thirds or three-fourths of the money by taxation—
as much as it is possible to raise without blocking the wheels of
production. I do not think any other system is just or right.

I remember that the other day, when the distinguished Senator
from New Mexico [Mr. JoxeEs] was speaking—and he made a
brilliant speech, and I was very much interested in it—he said
that the amount of money that we had raised in this country by
taxation was greater, he thought, than that raised heretofore by
any. country in the history of the world. That is not my recollec-
tion of history. In the Crimean War Great Britain paid 52
per cent of the expenses of the war by taxation; that in the
Napoleonic wars she paid by taxation in excess of 47 per cent.
I do not think, however, that 52 per cent is as much as should be
raised by taxation for financing this war.

I say, Mr. President, it is difficult to tax wealth. You can
provide for bond issues which, together with interest, the people
out of their sweat and toil must pay through consumption taxes.
That is the only way in which it can be paid in the end ; but it is
exceedingly difficult to make wealth step up to the captain’s
office and pay its proportion. I say * its proportion,” for I assert
that if you took all the income of wealth, every bit—aye, I will
go further than that and say if you took the capital itself—you
would not be taking more than we have taken from tens of thou-
sands of families in this war.

Why do you not stand up to your duty here and take as much
out of wealth as you take out of the blood and flesh of the
people of this country?

The poor do not make anything out of war. Wealth does.
Wherever money is invested in enterprises that have con-
tributed in any way to war production there have been enor-
mous profits; but tell me where the families of the poor who
have given their fathers and their sons have profited by this war.

Senators, just stop a little and think about this business.
Who ought to carry the burden of this war? Surely not the
millions who were put into the ranks, who have been taken
away from production, leaving their families destitute. The
corporations of this country earned $10,000,000,000 in the last
year. That is the report. Ten billion dollars in net profits,
not gross but net, over all their expenses. For over three years
before the war they earned an average of over $4,000,000,000 of
net profits, and when it comes to taxing them roundly Congress
hesitates. But you did not hesitate to take not only the in-
come of the poor family but the capital that is producing the
income—the father and the sons—and putting them into the
service of the Government. All right, but by the God that is
over us, if you want to do justice do the same thing by capital.
Take the income, take every dollar of the income except enough
to keep the family in comfort. I would leave that much, but I
would take every dollar of profit that has been made out of
War. =

I come back now to the Civil War. I present a table which
graphically shows the expenditures for the decade 1860 to 1870.

Tae Civir, WAR,
Jefferson Davis elected President Febroary, 1861.
surrendered April 1865.
The following table shows the total disbursements, including publie-
debt transactions, of the Government for the year prior to the war and
for the years during and subsequent to the war designated in the table :

Year: Total of all dishursements
T e T eyt T A A s A SN G T A P ST i S S 373,193, 05
FRELC A==t e B et =3 36 609, 45
s b e, = 573 067 384, 64
1863_ SIS =07 008, 880 T700. 84
1864 1, 265, 418 320. 10
1865___ 1, 916, 829, 07
1866 1, 063, 746, 933. 16
1867_ = 948, 960, 202, 14
18G8___ DRT. 081, 972. 34
B e L e S R e e e R 479, 921, 036. 83
EBTOALN ) s e S S D W ) BRI L el R LU 470 23 ﬂ 423, 53

It was not vntil 1881 that the total disbursements of the Government
fell below $400,600,000

You can not count on the expenditures of this war dropping,
as Senators upon the other side have declared. They believe
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that the expenses will fall, They are mistaken abeut it;
that is all.

In 1867, nearly three years after ihe real fighting was over,
the expenses were $1,948,000 more than they were in 1863, the
hard-fought year of the war. In 1868, three years after the
war, the expenses were $1,197,000,000, in round nwmbers, more
by nearly $100,000,000 than they were in 1863,

EXPENDITURES WILE CONTINUE TO BE HIGIT.

It is folly for us to figure upon the diminution of the ex-
penses contemplated by this bill and by the plan of the Treas-
ury Department. It simply means, Mr. President, that wealth
is to escape its share of taxes and that bond issues are to
'make it up, and the people are to sweat and toil in the years
to come to puy the interest on bonds, the principal of the bonds,
and the higher cost of Hving. That is all it means. It is all
blocked out here in the figures. I have given you the figures
of all the wars we have cver been in, and they all read the
same way.

It was nof until 1869, five years after the real fighting of the
Civil War was over, that the appropriations dropped back to
what they were even the first year of the war. In 1860 they
were $479,000,000; in 1862 it was $573,000,000; in 1870, $470,-
000,000, six times as much as before the war began.

You have not figured on anything of that kind in this bill nor
anything Hke it. It is not the plan of the Secretary of the
Treasury. It is not contemplated by any of th?se who are man-
aging the finances of this war,

Mr. President, if I wanted to be mean, if I wanfed to try to
deduce something from the faets that imputes meotives, if I
wanted to be partisan, I could say that you wanted to stand
in with wealth, that you wanted to eurry faver with the big
business institutions of the eountry, that you wanted to let up.
the taxes on the millionaires in order to finance the fature eam-
paign; that you wanted to take it out of the great mass of
the people who are not organized, and who have not any wealth
nor any power to strike back with. I do net believe anything
of the kind. I just think you are going blindly at this business.
I will not ascribe any such motive as that o you

The Secretary of the Treasury came before the Committee
on Finance and said: “Cut down this tax.” That is a pretiy
effective proposition; he goes to the countiry and says that the
taxes are to be low; it makes everybody feel pleasant and good,
and the committee follows the advice of the Seeretary. I do
net kmow whether my Republican brethren on the ecommittee
really resented that feature of ft. Just how much they wanted
to make the reduction I do not know. I know they do not agree
with me about the method by which these taxes should be levied.
I know they do not support my proposition here to ralse meore
out of wealth by taxation. They did not when the last revenue
bill was passed, and I suppose they will not now. That is, cer-
tain of them do not. But that is what happened.

All the foregoing figures are taken from fhe annual report
of the Seeretary of the Treasury for the year 1918, and they are
reliable. The different disbursements for the European war,
actunl amd estimated, are shown by the following table. We
began the war April 6, we will say, and the following table
shows the disbursements prior to our entering the war and dur-
ing the war. I take every one of these figures from the recent
report of the Secretary of the Treasury, brought in person to
the Commiitee on Finance on the 4th day of December, two days
after his letter submitting it to Congress.

In the fiscal year ending July 1, 1916, before we entered the
war, the total disbursements were $£1,040,261,082.73. In the
fiscal year ending July 1, 1917, that would include some of the
war expenses incurred from April 6, 1917, our total disburse-
ments were $3,046,183,746.10 ; for the fiscal year ending July 1,
1918, the disbursements were $21,813,356,508.89: for the fiscal
year ending July 1, 1919, it was suggested by the Secretary of
the Treasury that eur disbursements would be $18,000,000,000.

Now, I want to remind members of the Finance Committee
that the Secretary of the Treasury did not submit a single
figure in support of that statement. He was vague and in-
definite about it.

Mr. JONES of New Mexico. Will the Senator yield?

Alr. LA FOLLETTE. Of course.

Mr. JONES of New Mexico. I am not aeguainted with the
fizures that the Senator has just given for the fiscal years
ending June 30, 1918, and June 30, 1917. Will the Senator
please give them again?

Mr. LA FOLLETTE. Yes, I will; and I will refer the Senator
to the report of the Seecretary of the Treasury, where he will
find them. I know they are different from the figures given
by the Senator the other day when he made his speech on the
floor. I noticed them at the time, and have looked them up
since.

Mr. JONES of New Mexieo. T will state to the Senator that
they are different from the figures I gave.

Mr. LA FOLLETTE. T know that, and you ean get both
figures from the same report. I ean refer you te the index
where you will find the discrepaney.

Mr. JONES of New Mexico. I am inelined to think that the
diserepancy arises between certain estimates and the actual
expenditures. The Secretary of the Treasury certainly gave
the actual expenditures for the fiseal year ending June 30,
1917, as a little over $2,000,000,000 and for Jume 30, 1918, at
over $13,000,000,000.

Mr. LA FOLLETTE. T will refer the Senator fo the report
and the page where he can find the table which I have here
reprodueed. On page 490 of the reporf of the Seeretary of the
Treasury is a table reeapitulating the disbursements by fiseal
years, and the figures I quoted are taken from the table
headed “ Table of all disbursements,” and I quoted the figures
for the years 1916, 1917, and 1918 appearing there,

The Secretary of the Treasury merely suggests that the tolal
disbursements of the Government for the fisenl year 1018 wifl
be $18.000,000,000, The total disbursements may be mueh Inrger
than that. However, if our expenditures of other wars mean
anything it will be at Jeast five years after the present war
terminates before we ean hope at least to even approximate a
return fo normal expendifures, and if the plans of the adminis-
fration are earried to keep a standing Army of one million and a
half men in Europe for perhaps years, which certainly would
involve an expenditure of a billion at least, we can look for no
substantial decrease in expenditures,

Now, sir, if previous experience means anyihing it must en-
able us to see that when the fizures for the disbursements of
this year of the present war and sueceeding years are written
out they will show that for at least five years yet to come our
dishursements will average from twelve to fifteen billion dollars
each year. That is what they will amount fe if we rely upon
our combined experience in these other wars. J

DISETRSEMENTS TO BE PROPORTIONATELY HNIGHER.

And the disbursements of the years sueceeding the present
war will be proportionately mueh greater beeause of the changed
conditions following this war. The War of 1812, the Mexiean
War, and the Civil War were demestic wars. Our soldiers
either did not leave their ewn country or progressed but a short
way into adjoining enemy territory. They returned home and
demobilization was a simple matter, aceomplished with compara-
tively little expense and within a short space of time. There
were no foreign lands for us to police after those wars were
over. But to-day all this is ehanged. A vast army of twe
million or more men are thousands of miles away, scattered
all over the continent of Europe, some of them I fear at this
very moment in desperate straits in the midst of a Russian
winter in Siberia and possibly elsewhere in that country. We
have no information when it is the plan of the administration
that these men should return to their homes, but we are advised
by the War Department that about one million and a quarter
men will be kept abread for seme time. We have reasen to be-
Heve that a large army will be kept in Europe for months—o»
possibly years. Dut under the best and most fortunate condi-
tions we know there is no likelihood of the seldiers all being
returned to this country and demobilized for a year or more,

It is a very rash man, sir, in the lght of these facts and in
view of our experience in other wars, who expects our Govern-
ment expenditures to drop below ten or twelve billlon dollars
annually at any time within at least the next five yenrs., That
means if we raise by taxation during each one of those years no
more than this bill proposes to raise there will still be lefi
twenty-five or thirty or more billions for us to borrow. This, Mr,
President, is the truly appalling situation that we must face,
and it is in the Hght of this knowledge we should work in fram-
ing this bill.

Instead of seeking where we can pare dewn a little here and
there for the benefit of this eorporation or that interest, er insert
a cushion to take off the jar that comes to a special interest be-
cause its taxes are raised a little, we should be trying to see how
we can raise the last dollar possible out of the wealth of this
country and out of the profits of war in erder to meet the ex-
penses of the war.

Whatever may have been the forees which eaused the present
world war, one result of it must be apparent to every man eof
intelligenee, and that is that the plain citizen has come to realize
his power as never before, and ecomsequently will assert his
rights as never before. In order to raise the money to pay the
expenses we have ineurred, and are bound to ineur, the Govern-
ment must reach out and put a heavy hand, through its power
of taxation, upon every citizen in the land, and if it be presently
discovered that the hand of the Government bears heavily and
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unjustly upon the masses and touches only lightly the rich—in
proportion to their ability to pay—it will produce conditions of
discontent and resentment not pleasant to contemplate. Any
injustice that is done by us may be long endured, and in fram-
ing the legislation to raise these vast and almost inconceivable
amonnig of money we are directly affecting the lives and for-
tunes of every one of our people and we can not afford to enact
this legislation unless it can be defended upon the ground that
it is just as fair to the poor man as it is to the rich in proportion
to the ability of each to carry the burden and saerifice of war,
I undertake to say that the Senate bill can not be, and has not
been, defended upon that ground.
INDIVIDUAL INCOMES.

The first change of importance which the substitute bill makes
in the Senate bill occurs in the tax on individual incomes. The
net result of the change I propose is to increase the total amount
of the tax collected from that source by $352,510,000,

To accomplish this I propose to amend section 210 by reducing
the normal tax in the Senate bill from 12 per cent to 2 per cent
and change the rates of taxation upon incomes as shown in the
substitute bill. For purposes of clearness I have prepared and
ask to have inserted in the Recorp the rate and per cent of the
tax upon the incomes of heads of families as shown under the
existing law, the committee bill, and the substitute bill. .

The PRESIDING OFFICER. Without objection, it will be
s0 ordered.

The matter referred to is as follows:

Comparisen of income taves upon specified incomes of married gmona

under the existing law, the Senate bill, and the proposed substituie
bill.
Existing law. Senate bill. Substitute bill,
Income. mmat p?' Rntti D?: R&i&pﬁt
cent o cent o [}
Amount, i Amount. entive | Amount, rtirs
income. income, income.
£2,500.. $10 0.40 $30 1.20 $10 0.40
£3,000... 20 .67 0 2.00 20 .67
$3,500.. 30 .86 90 2.57 30 .88
£4,000. . 40 1.00 120 3.00 40 1.00
$4,500. 60 1.33 120 3.33 50 1.11
$5,000, 80 1.60 150 3.60 60 1.20
$5,500. 105 1.91 215 3.19 95 1.73
$5,000. 130 2.16 250 4.16 130 2,17
$6,500, . 155 2.38 i) 4.92 165 2.54
$7,000. 0 cnansae 180 2.57 300 5.57 200 2,86
$7,500.. 205 73 480 6.13 235 3.13
$8,000.. 5 203 530 6.63 285 3.56
$8,500. . 265 3.12 605 7.12 335 3.4
§0,000. . 295 3.28 680 7.71 385 4.28
$0,500, . 325 3.42 755 7.95 435 4.58
$10,000. . 355 3.556 830 8.30 485 4.85
$12,500. 530 4.4 1,235 0.88 860 6.88
£15,000. 730 4.87 1,670 11.13 1,235 8.3
$20,000. 1,180 5.90 2,630 12.15 2,335 11.67
$25,000. 1,780 7.12 3,720 14.80 3,985 15.74
$30,000. . 2,380 7.8 4,930 16.43 6,285 20.95
$35,000.. . 2,980 8.51 6,270 17.01 8,635 24.67
$40,000. 3,580 8.95 7,730 19.33 10,985 27.46
$45,000. 4,380 9.73 9,320 20.71 13,335 .63
£50,000 . 5,180 10.86 11,080 22.06 15, 685 31.37
$60,000. .. 6,780 11.30 14,830 M7l 1,585 35.97
£70,000..... 8,880 12.69 18,130 27.33 27,485 30.26
$80,000. 10, 880 13.72 23,930 29.81 34,035 42.54
£100,000. . 16,180 16.18 35,030 35.03 48, 435 48. 44
$150,000 . 31,680 21.12 37,030 44.60 86,935 57.96
$200,000. . 49,180 24.50 | 101,080 50.52 | 125,435 62.73
$300,000. . , 680 30.89 | 173,080 57.08 | 208,435 67.81
5 i 192, 680 38.54 | 323,030 64.60 | 361,435 72.20
$1,000,000......| 475,180 47.52 | 703,030 70.30 | 761,435 76.14
,000,000. .. ... 3,140,180 62.80 | 3,783,080 75.66 | 3,961,435 ™53

Mr. LA FOLLETTE. Mr. President, the normal tax of the
committee bill will raise $114,000,000, while under the substi-
tute it is estimated to produce only $70,000,000. I have reduced
the normal income tax in order to relieve the tax upon incomes
of people of modest means. I have reduced the income tax pro-
posed by the committee bill, but I make it up on the surtax on
the rich. A large portion of this loss in revenue is made by the
big decrease in the normal taxes upon the smaller incomes,

‘While it is true the man of large income under the terms of the
substitute bill would pay the normal income tax at the same rate
as the man of small incomes the substitute bill does not permit
him to escape.

I also present and ask to have inserted in the Recorp a fur-
ther table showing the surtax rates, and the revenues which will
be produced fron: individual incomes at each step under the
substitute bill.

It will be observed that the total revenues produced under the
substitute bill from individual incomes is $1,714,510,000 as
against $1,432,000,000 under the Senate bill.

I ask, Mr. President, to have incorporated in my remarks
the table which I have here, without reading.

The PRESIDING OFFICER. Without objection, it is so0
ordered.

The table referred to is as follows:

Net income, m Rate.

&
g
F

EE

88

888888888888

Sagand

HAEEasEEE el
2% | BBEEEE:
BE| 828888
388

messasssscassesnnanss| 0, S0, 000, 000 1. .. ...

o T RSy e 2

1,784,510,
Return (estimated) under bill. ...vevessesn... wrenlenanssss] 1;432,000,000

Lo el e DU TR RS covrveesananse lenavasnc] S0, 010,000

Mr. LA FOLLETTE. The surtax of the Senate committee
bill, according to the estimate of revenue, will yield in the one-
year period $1,018,000,000.

The surtax of the substitute bill, it is estimated, will yield
revenue in the same period to the amount of $1,644,510,000.

This is an increase in revenue under the surtax rates of
$626,000,000.

Every dollar of this increase comes from incomes in excess
of $5,000, and the great bulk of the increase is from incomes in
excess of $25,000,000 per year. The rate of the tax on the in-
comes increases as the incomes increase.

While relieving the small taxpayer, the tax to be collected
under both the normal and the surtax sections by the rates of
the substitute will exceed the amount of the commiitee bill by
$352,510,000.

Now I will briefly explain in detail the increases which my
substitute makes in the tax on individual incomes. Senators
will more readily follow what I shall now present if they refer
to the first table printed on page 696 of the CONGRESSIONAL
REcorD.

From a study of that table it will be observed that starting
with incomes of $2,500 the tax under the Senate bill is $30; un-
der the substitute $10; and that the substitute carries the same
tax for this income as does the existing law. On incomes of
$4,000 the tax in the substitute bill and the existing law are the
same—$40—while the tax under the Senate Dbill is §120—three
times the amount.

Incomes of $4,500 are taxed under existing law at $60, under
the Senate bill at $120, and under the substitute bill at $50.

Incomes of §5,000 are taxed under existing law at $80, under
the Senate bill at $150, and under the substitute at $60.

Incomes of $5,500 are taxed under existing law at $105, under
the Senate bill at $215, and under the substitute at $95.

Incomes of $6,000 are taxed under existing law at $130, under
the Senate bill at $250, and under the substitute at $130, the
same as the existing law.

From this point on, however, the tax proposed in the substitute
bill at every bracket is substantially greater than that under
existing law.

At the bracket on incomes of $25,000 the tax under the sub-
stitute bill overtakes and passes the tax under the Senate bill.
The tax under the Senate bill on incomes of $25,000 is $3,720,
and under the substitute bill §3,035. From this point on the
tax under the substitute bill rapidly draws away from that im-
posed by the Senate bill. At $100,000 the substitute bill imposes
a tax of $48,435, and the Senate bill only imposes a tax of

,030.

The justification for this change seems too plain for argu-
ment. Upon no class has this war borne more heavy than the
man with a small income, with a family to support out of ic
Before the war his income and living expenses were about even,’
His ambition and hope was to save a little by economy and frugal
living, and put by something for his family as a protection
against sickness, old age, or death. It is from this class that the
war has taken a large toll in the way of actual military service,
but even more serious than that is the hardship which it has
brought to them in the greatly increased cost of living with no
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corresponding increase in income. To a man in this position
the difference between fifty and a hundred dollars in his income
tax is a serious matter. It may well make the difference between
actual privation and suffering and a reasonable degree of
comfort.

"'On the other hand, a man with an income of $25,000 or more
may be a little inconvenienced by an increase in his income tax,
but neither he nor his family are going to suffer any real
privation on account of it. Even if the tax should make it nee-
essary for a man with a hundred thousand dollars of income to
dispense with a few luxuries, it will not do him or the country
any harm, and, as a mafter of fact, a large portion of those
fortunate individuals who are in the enjoyment of incomes of
that character at the present time have in one way or another
made a profit cut of this war.

There is no war-profit tax for individuals, except as it may
reach them under this greatly increased rate of taxation on the
larger incomes such as I have provided for in the substitute bill.
Under the Senate bill there can be no doubt that hundreds of
millions of dellars made by individuals out of this war—middle-
men, agents, contractors, and the like—escape all taxation upon
profits made out of the war, except as taken as an income fax,
and justifies its being levied at a high rate.

CDBPOiIATION TAX—STRIKING OUT $3,00) SIECIFIC EXEMPTION.

I have expluined, Mr. President, quite in detail the operation
of the rates which are proposed in the income-tax section of the
bill. I come now to the corporation tax.

In the tax upon corporations the substitute bill recurs to the
rates and form of the bill as it passed the House. Upon the net
income of corporatiocns from which dividends are paid or to dis-
charge bonded indebtedness or to buy obligations of the United
States the rate is 12 per cent. This is the same rate which all
the net income, including the portion used for these purposes,
pays under the rates of the pending bill. Upon all the balance
of the net income the substitute rate is 18 per cent. This is
higher than the rate of the pending bill and would reach net
income not distributed for the foregoing purposes.

The substitute strikes out that portion of section 236 that
aims to specifically exempt from taxation $2,000 of the income
of corporations.

I call the attention of the Senate to that, for I think that is
a material consideration which you ought to have in mind in
voting for or against the substitute which I propose.

This is the first appearance of such an exemption in a bill
proposing to levy a tax upon the incomes of corporations. The
first corporation income-tax statute was enacted to apply to cor-
porations with a net income in excess of $5,000 per annum. But
the act of 1913 and the acts of 1917 levied a tax upon all cor-
porations and made no distinction or granted no exemption such
as is carried in line 10, page 62, of the Senate bill, allowing
this exemption of $2,000.

That line means a saving to the corporations and a loss in
revenue to the Government of nearly $100,000,000.

In 1916, 341,253 corporations made returns of income to the
Treasury. It is estimated that at the present time there are
upward of 400,000 corporations in the United States. This
provision means that each corporation shall not be required
to pay tax upon $2,000 of its income. That means to each
corporation a saving of $240. It is not a great amount in the
case of any one company, but this * relief ” to 400,000 corpora-
tions means a loss of $£96,000,000 in revenue to the Government.

So far I have heard no sound reason advanced to justify this
exemption. Because an exemption of $2,000 is granted to mar-
ried persons under the individual income-tax provisions is not
a reason to justify the granting of such an exemption to a cor-
poration.

Individual exemptions are based upon a very different prin-
ciple than are the exemptions of corporations. Recent years
have emphasized the need of the State to encourage the family
relation. The $2,000 individual income free from income tax
is made free so there may be assured to the family enough to
aid in meeting living expenses.

But when this exemption is granted the law at the same time
provides as does this bill at line 24, page 30:

That in computing the net income no deduction ehall in any case be
allowed in re:?ect of—
(a) Personal, living, or family expensecs,

But the corporation is permitted to make deduction for its
living expenses. In the ascertainment of its net income a cor-
poration is permitted to deduct—

All the ordinary and necessary expenses paid or incurred during the
Eaxahle year * * * jpcluding a rea.sonable allowance for salaries

“ 8 for rsonal service and including rentals, ete.
(Sec. 234, p. B4.)

Rent and payments made for personal service form a large
part of the expense of every family. If the individual in addi-
tion to his specific exemption were permitted to deduct from
his gross income the amounts expended for these items or the
expenses incurred to carry the family over the year as the cor-
poration is permitted to deduct the expenses incurred in carrying
on its trade or business, there would be little left of any ordi-
:mry family income of $3,000 to fall into the class of taxable
ncome,

As the corporation in computing its net income is given these
allowances denied to the individual in computing his taxable
income, the corporation should not in addition be permitted to
escape tax upon $2,000 of its net income.

This is a discrimination that should be wiped out of the bill.
It is a trifling matter to even the very small corporations; it
is of no consequence to the large companies, and it means a good
slice of income fo the Government, amounting, as I have said,
to $96,000,000 in the aggregate.

WAR-PROFITS TAX,

The next fundamental change my substitute proposes to make
in the pending bill relates to the war and excess profits tax.
The provisions of the pending bill, commencing at page 83 and
dealing with war excess-profits taxes of corporations, are, to say
the least, very remarkable. On their face these provisions of
the Senate bill seem to bear some relation to an 80 per cent tax
on war profits made by corporations, As a matter of fact, how-
ever, they impose no such tax.

The chairman of the Finance Committee stated in the course
of the debate on Saturday :

Nobody ever suPpos«l that even the wﬂr-groﬁts tax of B0 per cent
would in practical operation be more than 70 per cent upon war in-
CoOmeos.

Mr, President, that statement is true, and it is true because
of the unreasonable deductions from the net income of corpora-
tions permitted before the war-profits tax is levied. Each cor-
poration is permitted to deduct from its net income for the
taxable year its war profits; that is, the average profit for the
prewar period. If these average profits fall short of 10 per cent
of the capital for the prewar period, then the actual prewar
profits are increased to 10 per cent of the capital. To this sum
is added $3,000 specific exemption,

So, then, the war-profits tax would be levied under the fol-
lowing formula :

Net income minus the average prewar income, but not less
than 10 per cent of the invested capital minus $3,000, ssall pay
a war-profits tax of 80 per cent.

The theoretic maximum under the pemding bill is a tax of 80
per cent on 90 per cent of the war profits, less $3,000, or about
70 per cent.

But the general public do not understand this, and when they
read that there is a tax rate of 80 per cent on war profits they
accept that to mean that after taking out of the net income an
amount equal to the prewar profits the remainder is taxed at 80
per cent.

As a matter of fact, while the pending bill contains this rate,
there is no 80 per cent tax on war profits,

It is true that under the pending bill the war excess-profits
tax is the sum of the amounts levied under the rates of the
three brackets, But if the exemption of $3,000 and the 10 per
cent of invested capital were eliminated from the credits allowed
under the third bracket, and the credit confined to the average
of the actual prewar-period income, and the cushion provisions
were eliminated, then as to all the corpoirations reached by this
bracket it would be an 80 per cent war-profits tax,

Now, as to the estimate of $5,000,000.000 of war profits and
that the tax under the war excess-profits bracket of the pend-
ing bill is only 48 per cent of that amount, the Senator from
Utah said that the estimate which I made “includes all of the
business of the country, some of which doces not pay any cxcess
war-profits taxes.”

In arriving at that estimate I have taken all the taxes levied
under the war excess-profits section of the pending bill—that is,
all the taxes paid as excess-profits taxes and all taxes paid as
war-profits taxes and credit all these taxes as war-profits taxes,
Taking all these taxes together, the result is a tax equal to about
48 per cent of the amount of the war profits. I do not mean
that the pending bill levies a war-profits tax of 48 per cent. Far
from that. The total of the taxes under the two excess-profits
brackets plus the amount of the war-profits bracket will equal
48 per cent of the war profits. b

The first year that corporations made income-tax returns to
the Federal Government was 1909. The following table shows
the corporate net income from 1909 to date:
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Corporate net income, 1909 to 1918,
Net income.

1917 (estimated)
1918 (estimated) 10, 000, 000, 000

The estimate of $10,500,000,000 eorporate net income for 1917
and $10,000,000,000 for 1918 are made by the Treasury Depart-
ment and can be safely relied on as not being too high. "That the
estimate of $5,000,000,000 war profits made by corporations dur-
ing the taxable year is a reasonable estimate is asserted by the
Treasury expert, and also appears from a comparison of the net
income of corporations during the war with their prewar net

ncome,

The total net income for the three years 1911, 1912, and 1913
adopted as the prewar years of all corporations was $12,368,-
000,000. The average annual net income for the three years was,
therefore, $4,122666,000. This, deducted from the $10,000,-
000,000 net income of corporations for 1918, leaves $5,877,334,000
in excess of the average of all the corporation profits for the
three prewar years. Making allowance for the normal net income
of new corporations—corporations that were not in existence
during any of the prewar period—and for growth of existing
corporations it is plain that the war profits must still account for
ag lsgast $3,000,000,000 of the net income of $10,000,000,000 for
1918,

The suggestion is made that in making the estimate of $5,000,-
000,000 of war profits for 1918 allowance was not made for
earnings of new corporations or new capital invested by old
corporations. All adequate allowance was made for this purpose.
The Treasury estimated the net income of corporations for the
year 1918, and this is the basis of my estimate.

Lorporation net income, 1918, Treasury estimate_

$10, 000, 000, 000
Average of corporate net income for years 1911, 1012,

and 1913 4, 122, 66, 000
Excess of 1918 over prewar income__ . ___ 0, 877, 334, 000
Auuwunce for earnings upon new capital (estlmated}_ - 877, 000

War profits 5, 000, 000, 000

This allowance of $877,334,000 to cover the earnings of new
capital exempted from war-profits taxation is, in my view, rea-
sonabie. Capitalized at 8 per cent, the rate allowed by the
pending bill to corporations before levying the excess-profits tax
under brackets Nos. 1 and 2, it would allow for a return on
$10,906,675,000 of new capital.

Capitalized at 10 per cent, it allows for a return on $8,777,-
334,000 of new capital.

The Treasury expert has stated to me that the average net
income refurn in the prewar period represents a return of about
10 per cent upon the ecapital. So, deperding upon the rate per
cent at which this allowance is capitalized, it takes care of an
incrense of the prewar capital of from 20 to 25 per cent. This,
1 take it, is ample to cover the growth of the war period.

It is to be remembered also that the above table takes no
account of the vast sums made by individuals and partnerships
out of the war.

HOW RATES OF PENDING BILL ARE APPLIED.

Now, it is only claimed for the pending bill and the report ac-
companying it submiited by the majority of the committee that
the bill produces $2,400,000,000 in revenues from war excess
profits. Obviously, therefore, the Senate bill does not impose an
80 per cent tax upon war profits, or anything approximating that.

An illustration of a typical corporation will show just how
the provisions of the Senate bill work out when actually
applied.

Upon a corporation having a ecapital of $100,000, prewar
profits of $10,000 and profits for the taxable year of $150,000,
the tax under paragraph 301 would be $109,600 and under
paragraph 320, $4,608, making a total tax of $114,208, or T6.14
per cent. But when the *cushions™ are applied, this tax is
reduced and this corporation would pay a war excess-profits tax
of only 45} per cent and a total tax of 51.7 per cent.

My, President, I have here a table; in whieh I work out in
detail the calenlations under the provision which I am now
considering. These I ask to print without reading.

The PRESIDING OFFICER. Without objection, it is so
ordered.

The matter refetred to is as follows:

Corpo;sntllon
pital_ 000
Prewar profits ng&ooo
Taxable-year profits 150, 000
_—

Under bracket 1 :
Ded

duct 8 per cent of capitad . __________________ _ B $8, 000
Bheotle Aednetions s N e A R 3, 000
otal dednrton . e 11, 000
Taxable profits under I‘Jrac‘ket 13
per cent of ca $20, 000
Less deduction 11, 000
9, 000
Tax on $9,000 at 30 per cent 2,700
Total tax under No. 1 2, 700
Under braeket 2:
Faxable profite ... ULl in e —~ 150, 000
Less protits included in bracket 1_____________ 20, 000
¥ 130, 000
$130,000 at 60 per cent T8, 000
Total under No..1 and No. 2 , 700
Under bracket 3:
Deduction 10 per cent of capital_____________ 10, 600
Speeific deduction - 3, 000
Total 13, 000
Profits___ $150, 000
Less deduction 13, 000
Taxable 137, 000
Tax on $137,000 at 80 per cent 109, 600
Less tax under No. 1 and No. 2 80, 700
Total under No. 3 28, 900
Total under 1, 2, and 8 . - 109, 00
Percentage of war excess profits per cent-. 73. GG
Corporation income tax:
T = e e e e et o B 150, 000
Deduction—
Excess and war profits $109, GO0
Hpecific deduction 37 2, 000
111, 600
Taxable___— 28, 400
$38,400 at 12 per cent 4, 608
Total tax:
Bracket 1 et 2,700
Bracket 2 -— 18,000
Bracket 8 . 28, 900
Corporation income tax 4, 608
Total . 114, 208
Percentage = 76, 14

METHOD OF ASSESSING WAR EXCESS PROFITS ILLUSTRATED.

Mr. LA FOLLETTE. In other words, this is a corporation

with $100,000 capital, a prewar average met income of §10,000,
and for the taxable year a net income of $150,000.

Under the first bracket of paragraph 301 a tax of 30 per
cent is levied upon the net income in excess of the excess-
profits eredits allowed under section 312. These credits are:

(1) Eight per cent of invesied capital for the taxable year.
In this instance $8,000; and

(2) A specific exemption of §3,000, making a total credit of

$11,000.

This $11,000 is not taxable. There is taxable under bracket
No. 1 excess profits in excess of this $11,000, and not in excess
of 20 per cent of the invested capital. In other words, the cap-
ital is $100,000, and 20 per cent of that is $20,000. The dif-
ference between this and the credit of $11,000—%9,000—is the
amount taxed under the first bracket. This is taxable at 30 per
cent, so the revenue derived under this bracket wounld amount to

$2,700.

Under the second bracket there is taxable all of the net income
in excess of 20 per cent of the capital and in excess of the
deduction—in this case the difference between $20,000 and £150,-
000—leaving $130,000 taxable at 60 per cent. The tax on this
would be $78,000, and the total tax under brackets No. 1 and
No. 2, $80,700.

Under bracket No. 3, which carries the 80 per cent clause, a
different deduction is made. Under section 311 the war-profiis
credits allowed is a specific exemption of $3,000, and an amount
equal to the prewar period income of the corporations, but in
no instance less than 10 per cent of iis invested capital. In
this instance this deduction would be $10,000, the average
prewar profits plus the specific deduction of £3,000 making the
total of war credits to be deducted $13,000. Under the terms
of bracket No. 3 the profits to be taxed are the total profits of
the corporation less the deduction—=$150,000 less $13,000, mak-
ing $137,000 of taxable profits. At 80 per cent this would
amount to $109,600. 'The bracket provides that there shall be
levied under it the sum, if any, by which this 80 per cent ex-
ceeds the amount of the tax computed under the first and
second brackets. The tax computed under the first and second
brackets amounted to $80,700. This deducted from $109,600
leaves to be assessed under bracket No. 3 $28,900,
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The total tax under brackets 1, 2, and 3 would amount to
$100,600, which is the total excess and war profits tax levied
upon the corporation. g

But besides this war excess-profits tax the corporation is
also subject to the corporation income tax under section 230.
All of its net income for the year 1918 in excess of the credits
provided in section 236 are to be taxed at 12 per cent. Section
236 provides that there shall be a credit allowed :

(1) For the amount of taxes imposed under title 3, which con-
tains section 301, under which the war excess-profits tax is
levied, so that while the total profits of the corporation
amounted to $150,000, it is subject to the following deductions:

First, the taxes computed under section 301, amounting to
$109.600: and, second, a specific deduction of $2,000 (section
236 (c)). In this instance the total deduction amounts to
$111,600, which, subtracted from the $150,000 of profits, fixes
the amount taxable under section 230, the corporation income-
tax section, at £38,400. Taxed at 12 per cent, the revenue would
be $4,608.

This added to the tax under the first, second, and third brack-
ets of section 301 would bring the total tax of this corporation
to $114,208, which is 76.138 per cent of the profits.

This would leave this corporation after all taxes are paid an
income three and one-half times as great as its prewar income.
It would give it a net income after deductions for taxes of
£35,792 as against its prewar income of $10,000.

If this bill really taxes such a corporation T6 per cent of its
profits, while it would still be short of the full measure of the
contribution which such a war-profiteering concern should make
to the Government, it would approach an 80 per cent war tax,

HOW THE *f CUSHION " OPERATES.

However, the bill ean not be correctly understood by merely
applying these rates. There are other provisions which open
the door wide for corporations to escape their just taxes. In
the case of this corporation, it would claim exemption under
paragraph (e) of section 327 and would be taxed under the
provisions of section 328.

Paragraph (e), section 327, provides, where the invested capi-
tal is materially disproportionate to the net income of repre-
sentative corporations engaged in like or similar trade or
business, because—

(1) The capital employed, although a material facter, is very small
or is in large part borrowed.

The tax is to be determined as provided in seection 328 ana
shall be—

The amount which bears the same ratio to the net income of the
taxpayer * * * for the taxable year as the average tax of repre-
gentative corporations engaged in a like or similar trade or business
bears to the average net income *#* * for such year.

In this typical case the profits of $150,000 amount to 150 per
cent of the capital, while it is assumed the net income of rep-
recentative corporations engaged in a like or similar business
is ‘only 30 per cent. 5

Then this “cushion” provision would be applied as follows
under section 328:

Corporations with a present and prewar capital of $100,000,
prewar average annual net income $10,000; net income for the
taxable year $150,000.

War excess-profits tax under section 301, $109,600, or 73§ per
cent.

War excess-profits tax of corporations engaged in like or simi-
lar business as computed by the Treasury actuary, 45} per cent.

This latter percentage would apply, so instead of paying a war
excess-profits tax of 73§ per cent it would pay 454 per cent. In-
stead of paying out of its profits of $150,000 $109,600 war
excess-profits taxes it would pay $68,000 and would thus save
$41,600, a saving of 41.6 per cent on the capital.

In addition, the corporation would pay taxes under section
230. If taxed on war excess profits under section 328, the taxes
assessed under section 230 would be a different amount than if
the war excess-profits tax was assessed under section 301. With
war excess profits taxed under section 328 the tax under section
230 would be computed as follows:

Taxable profits $150,000 less the taxes assessed under section
328, $68,000, less specific exemption of paragraph (e) section
236, $2,000, a total deduction of $70,000, leaving $80,000 to be
taxed at 12 per cent, which would yield revenue of $9,600.

So this corporation would pay under section 328, $68,000, and
under section 230, $9,600, a total tax of $77,600.

The tax if levied under sections 301 and 230 would be $114,208,

With the “ cushion ™ operating it would mean a saving on the
total tax of $36,608, or 36.6 per cent of the capital.

Under these “cushion” provisions out of its $150,000 of
profits this corporation would have left after paying its taxes
$72,400, or in excess of seven times its peace-time profits.

The total tax assessed under sections 301 and 230 would be
76.14 per cent of the profits, but after applying the cushions un-
der sections 328 and 230 would be only 51.7 per cent of the profits.

The basis of all income-tax laws of the United States has
been to tax large incomes at a higher rate than smaller incomes.
Also the basis of our excess-profits tax laws has been to tax
large profits at a higher rate than small profits.

The relief provisions in this bill change this basis, and tax
large incomes and enormous profits at the same rate as are taxed
small incomes and small profits. :

The relief provisions of this bill are intended to act so that
every taxpayer will have an ample profit or income free from
all tnxation. No provision has been added to the bill, however,
that will similarly take care of the Government's side as to rev-
enue, Instead of the rates being increased they have actually
been reduced. If increased, no harm could happen to the tax-
payer because of the relief provisions.

Consequently, every relief provision not only protects the tax-
payer against a heavy tax but also reduces the revenue to the
Government, not only from the very small percentage of cases
that the bill is intended to relieve, but it affects the very large
percentage of taxpayers who, without these provisions, would
pay only an adequate tax. If these relief measures were
actually intended to relieve hardship only, the rates of tax
would have been increased so as to take care of the revenue sit-
uation. But the rates have remained or have been reduced fromn
the rates fixed in the bill as it passed the House.

I have illustrated the workings of one of these * relief " pro-
visions. It is not my purpose to set out in detail all of these
provisions, but I shall briefly outline the way in which some
of the more important will operate to decrease the taxable
profits or reduce the tax rate,

PERSONAL-SERVICE CORPORATIONS.

The first of these * cushion” provisions will be found on
page 4 of the bill, lines 20 to 26, in the definition of the term
“ personal-service corporation.” This is defined to mean n
corporation the income of which is aseribed primarily to the
activities of the principal owners or stockholders who are them-
selves regularly engaged in the active conduct of the affairs of
the corporation, and in which eapital is not a material income=
producing factor.

That definition must be taken in connection with paragraph
8, page 34, and subdivision (14), page 52, which exempts per-
sonal-service corporations from taxation under the income-tax
provisions, paragraph 8, page 34, and paragraph 304, page 8S,
which exempts such corporations from all profits tax. The pro-
vision with respect to the taxation of partnerships is maie to
apply in so far as practicable to such corporations and the stock-
holders thereof. The provision with respect to partnerships,
section 218, is that partners shall be liable for income tax only
in their individual capacity, and partnerships as such are nof
subject to war excess-profits taxes; so that personal-service
corporations are thereby relieved from paying war-profits taxes.
Many personal-service corporations have made enormous profits
out of the war.

This is especially true of engineering corporations. Take,
for example, an engineering corporation that has a capital of,
say, $50,000 and for the three years prior to the war had an
average net income of $100,000, and during this taxable year
had an income of $1,000,000. This increased income was made
possible for this corporation because it designed and superin-
tended the construction of plants devoted to war production,
In this instance the war profits of this concern would ba
$900,000 due entirely to the war, yet this $900,000 wholly es-
capes war excess-profits taxes.

EXCHANGE OF PROPERTY.

The second cushion to ease off the taxes will be found on
page 7, paragraph (b), which reads as follows:

When |;|r01.\i|1.-n-t'fl is exchanged for other property, the property received
in exchange s for the purpose of determining gain or loss treated
as the equivalent of cash to the amount of its falr market value, if
an]y' but when in connection with the reorganization, merger, or con-
50/ idation of a co?ﬂnration a person receives in place of stock or se-
curities owned by new stock or securities of no greater aggregate
gl‘ or face value, or when a 800 Or

exchange for such property stock o
over such property, no ga
exchange, and the new stock or securities received shall be treated as
taking the place of the stock, securities, or property exchanged.

Take, for example, two corporations each with an invested
capital of $100,000, for which the stockholders paid in eash.
Each of the corporations after some years had accumulated n
surplus, so that their invested capital amdunted to $200,000.
The (a) corporation swallows the (b) corporation. The cor-
poration is reorganized and there is exchanged the stock in the
old corporation for stock in the new corporation, and for the pur-
pose of determining loss and gain this old stock of corporation

rsons owning property receive
a corporation formed to take
or loss shall be deemed to occur from tha
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‘(a) may be treated as the equivalent of eash to the amount of its
fair market value. In other words, the fair market value of this
property for which each stockholder paid $100 is now $200, and
in this exchange of property each stockholder may receive not
$100 worth of stock but $200 worth of stock, and this addition to
his income—100 per cent—is not subject to taxation. Under the
existing law and without this cushion in the bill this increased
value when so distributed would be subject to taxation.
NET LOSSES.

On pages 8 and 9 of the bill will be found the sections cover-
ing the net loss cushion. This has been fully discussed on the
floor, and permits a man who has made a mistake which resulted
in a loss in his business during any taxable year ending after
Janunary 1, 1919, to recompute the taxes for the preceding year
and then to recoup his loss by deducting the amount out of the
taxes for that taxable year, and if his taxes for that taxable year
be not sufficient to fully recompense him, then he may have a
credit against his taxes for the succeeding year.

In case the loss was made during any taxable year beginning
after December 31, 1916, and ending not later than December 31,
1918, such loss shall be allowed as a deduction in computing
the net income of the taxpayer for the succeeding taxable year.

In other words, it is saddling onto the Government the mis-
takes and losses which may occur and which may not be deducted
during the taxable year,

SALE OF MINES OR! OIL AXD GAS WELLS,
¢ Page 18, line 3, reads as follows:

{b) In the case of a hona fide sale of mines. oil or gas wells, or any
interest therein, where the principal value of the property has been
demonstrated by prospecting or exploration and discovery work done
by the taxpayer, the portion of the tax imposed by this section at-
jiributable to such sale shall not exceed 20 per centum of the selling
price of such property or interest.

Applying this, let us assume that a prospector finds a mine or
an oil or gas well, and in demonstrating the value of that prop-
erty, allowing him full compensation for his time and for every-
thing expended for this purpose, his total investment is $30,000.

Assume that he sells this property at $1,000,000.- This leaves
him a profit of $950,000. Under the terms of the income-tax sec-
tion and without this cushion his tax would be about $700,000, but
the above cushion comes into operation and it limits his tax by
saying that the portion of the tax imposed by this section at-
tributable to such sale shall not exceed 20 per cent or $190,000—
a loss to the Government and a saving to the taxpayer of
$510,000. This is how it operates on the big fellow.

But take the case of a little prospector, who spends $1,000 in
discovering and proving a mine or oil or gas well, and assume
that he sells his property for $31,000, leaving him a net profit of
$30,000. Under the terms of the Dbill his tax would be $4,930.
That being less than 20 per cent of the selling price of his prop-
erty, this cushion does not operate for his benefit. In other
words, this cushion operates to reduce the tax of the big operator
from 70 per cent of the selling price to 20 per cent, while it leaves
the tax on the little operator at 16.53 per cent.

This is not levying a tax in conformity with the rule that
should maintain, that an income tax should be levied according
to the ability of the person to pay. It aids the person who is
so fortunate as to neither need nor deserve any aid, while the
small man receives no benefit whatsoever from the cushion.

DEPLETION AND DEPRECIATION OF IMPROVEMENTS OF MINES, OIL AND GAS
WELLS, AXD TIMBER.

On pages 28 and 58 is the depletion paragraph, which pro-
vides in the case of a mine, oil or gas well, and other natural
deposits and timber a reasorable allowance for depletion and
for depreciation is made. If any individual or a corporation
acquired a mine prior to March 1, 1913, in what is known as a
proven tract—that is, where there were other mines developed
in the same locality—and there was paid for this $100,000, but
‘on March 1, 1913, the fair market value of the property was
$1,000,000, then in computing the depreciation such fair market
value and not what was actually paid for the property shall
be the basis. If the mine or well was acquired after March 1,
1918, by the taxpayer, then not the cost of such acquirement
but the fair market value at any time within 12 months after
such acquirement shall be taken as the basis for depletion. So
that while the purchase price might have been $100,000, after
March 1, 1913, if the fair market value at any time within
the succeeding year was $1,000,000, then the depreciation allowed
would be based upon the latter figure.

Mines have a limited life. In the Joplin district the zinc
mines last for from three to five years. Other properties—coal
mines, gas or oil wells—have a longer life; but we will say,
for example, that this property has a life of five years. Under
this provision the taxpayer would be allowed a depreciation of
$200,000 per annum. In other words, he would be allowed to
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deduct annually for five years from his income upon which
the tax is computed twice as much as he paid for his property.

On page 29, line 19, and on page 60, line 5, is a paragraph
which permits the taxpayer who has for the first time asecer-
tained the amount of loss sustained during the preceding yecar
and not deducted from the gross income for that year, or whose
stock of goods is depreciated materially in value due to any .
shrinkage from the value of the inventory of the preceding year,
to deduct such loss from the net income for such preceding
taxable year and to have the taxes for that year redetermined,
and any amount found to be due to the taxpayer on the basis
of such redetermination is credited or refunded to him. The
effect of this is that there may be a large stock of goods bought
upon a high market, the market declined and the goods are still
on the shelves. They are unsold. The tax for the preceding
year can be redetermined and this loss recouped. It makes the
Government the insurer of business judgment,

AMORTIZATION OF WAR PRODUCTION ILANTS.

(Page 26, subdivision (9}, individuals.)

(I'age 56, subdivision (8), corporations.) 4

Under the amortization section an individual or a corpora-
tion that constructed a building or acquired machinery or
other equipment after April 6, 1917, for the purpose of manu-
facturing or of producing articles to contribute to the prosecu-
tion of the war, or who constructed or acquired vessels for the
transportation of articles or men for that purpose, are per-
mitted to annually amortize the cost of their plant without
limit; that is, they are permitted to deduct from the income of
this year any part or even the total cost of buildings, machin-
ery, equipment, vessels—everything. The House limited the
amount that might be deducted for any one year under this
heading to 25 per cent of the taxpayer’s net income. but the
Senate committee struck this limitation from the bill and threw
the door wide open. y

Under the House bill the Secretary could say that there shall
not be allowed any deduction under this heading to exceed 25
per cent, but under the Senate bill there is no limitation on
the taxpayer, and he may claim a deduetion of 25, 50, 75, or
100 per cent of his net income if the cost of the building or ma-
chinery equals that amount.

WIDENS THE EXEMPTION OF ASSOCIATIONS,

The existing law very properly provided for exemption from
the corporation-tax section of farmers, fruit growers, and like
associations organized and operated for the purpose of market-
ing their products, and which uare operated without profit.
These associations are mere selling agents for the individual
farmers. In the pending bill, page 51, this very just exemp-
tion of the existing law is expanded and the door is thrown
open and the opportunity given for the evasion of the corpora-
tion-tax law. The provision of the pending bill not only ap-
plies to such nonprofiteering associations, but it extends the
exemption to include assoeclations that act as selling agents not
only for their own members and without profit, but which also
sell for nonmembers. Where these associations make profit
as the agent of a nonmember, such profit is taxable. But the
viciousness of this provision is that membership in such organi-
zations can be had for a mere nominal fee, and individuals who
would not ordinarily find it advantageous to belong to such or-
ganization will under this provision find it a benefit to be a nomi-
nal member in such an association. It is problematic how much
loss there may be to the Government in revenue, and there is no
need of introducing this uncertainty when every legitimate asso-
cintion of this character is exempted under the existing law.
MAKING THE GOVERNMENT CARRY THE COST OF DEFERIED TAX PAYMENTS.

On pages 09 and T0 of the bill, section 250, there is extended
the time for the payment of the income tax so that the last
ngyr%e%t for the tax of 1918 need not be made until December
15, 1919.

The income which was taxed was of the year 1918. The tax
should be due on the 31st day of December, 1918, and should
be paid as soon thereafter as the books of the taxpayer can be
closed and the return made. The existing law gives the tax-
payer until June 15 in order to make certain that all of the
taxes would be in the Treasury prior fo the end of the fiscal
Year. :

Anticipating a heavy war tax both on incomes and on profiis
for the year 1918, Treasury certificates were sold, so as to make
it easy for the taxpayer. As the taxpayer accumulated his
income during 1918, he laid aside a portion to meet the income
taxes, and could invest it in Treasury certificates, such cer-
tificates bearing interest at from 2 to 4} per cent, but prac-
tieally all at 43 per cent, so that the taxpayer, on the sum he
had laid aside for payment of his taxes, could earn income up
to the time that he would turn in the certificates, as the cer-
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tificntes are recelvable for faxes. DBut this provision of ex-
tending these payments-will put a loss of $20,000,000 onto the
Government. Instead of collecting the money which these big
corporations have laid aside during 1918 to pay their taxes
for that year, they will extend their payments until December,
and the Government in the meantime will have to issue cer-
tifientes of indebtedness in anticipation of these payments. On
these certificates of indebtedness, the face of which will be
about $2,000,000,000, the average interest will be at least 1 per
cent, so that it will mean an interest, taking into account the
time for which it will run, charge of $20,000,000, which will
amount to a benus to the taxpayer. The little taxpayer will
pay his taxes in cash, without taking advantage of these ex-
tension provisions, and it is only the concerns with big amounts
involved that will be benefited.
RELIEF FOR SMALL CORPORATIONS.

The House bill and the pending bill contain provisions except-
ing certain corporations from the rates of taxation provided un-
der the brackets of the war excess-profits tax. In discussing
some of the “ cushion” provisions I called attention to a few
of these, and I will not again cover that ground.

The House bill would tax a corporation with an invested capital
of not more than $25,000, 35 per cent of its net income in excess
of £3,000. This was the same rate it applied to other corpora-
tions by the first excess-profits bracket, but in the case of other
corporations the rate is limited to apply to profits not in excess
of 15 per cent of the capital plus that $3,000 exemption.

In the ease of corporations with a capital of more than $25,000,
but not more than $50,000, the rate of taxation as fixed by the
House bill is 40 per cent of the net income, less a specific deduc-
tion of $3,000. Under the terms of the House bill, with a spe-
cific exemption of $3,000, plus 8 per cent earning allowed upon
the capital, there seems to be no reason why corporations of
this class should not take the same rates as other corporations.

The pending bill provides that the war excess-profits tax on
corporations shall in no case be more than 30 per cent of the net
income in excess of $20,000. This is £ cushion unnecessary, un-
justifiable, because it permits corporations to retain inordinately
farge profits, though made out of war, and it is stricken from
the substitute bill.

The substitute bill restores the House section which limits the
tax which may be levied on personal service corporations fo 20
per cent of its net income, but makes an exception in that it
shall not apply to a corporation with a capital of more than
$100,000, 50 per cent of the gross income of which consists of
guins or profits derived from purchase, sale, or commissions
from Government contracts. In such ease, under the provision
of the House bill, these corporations would be taxed on their
profits as are other corporations,

The pending bill strikes out the House limitation and would
also write into law a rule dividing the income of a corporation
partly derived from capital and partly derived from personal
service, and the tax rate is computed on that portion of the in-
come earned by capital provided 30 per cent of the income is
derived from personal service. Then the rate based on a part
is appiied to the whole income. This is a cushion which will
permit many contracting corporations that have made large
profits out of Government contracts to escape payment of just
war excess profits at the same rate as other corporations that
have made such profits.

The substitute bill recurs to the language of the House bill
with its specific limitation, as this will afford all the * relief ”
that any personal-service corporation should be entitled to,
while at the same time it will protect the Government in the
revenues which it should justly have out of war contracts. In
connection with the consideration of this item it should be
borne in mind that the Government was compelled to pay
high prices on these confracts. It accepted these high prices
because in the first place it desired the work to be done
quickly and it did not have time to haggle as to prices, and in
the second place because, as it was stated and as it appeared
in the public press over and over again, the Government counted
upon getting back a large share of these excessive prices through
the means of a stiff and uncompromising war tax.,

CHANGES MADE BY THE SUBSTITUTE BILL.

The substitute bill follows the general form of the House bill
up to the tax on beverages. It restores the House rates on
estate taxes and a striking out of the inheritance tax as it has
been written in by the Senate committee.

The tax on transportation and other facilitics, telephone and
telegraph messages as contained in the liouse bill and in the
pending bill, are not in the substitute bill.

The tax on insurance in the substituie bill follows the
Ianguage and rates of the House bill.

The tax on beverages and on tobacco and ecigars is the same
in the substitute bill and in the pending bill,

The tax on admissions and dues follows the language and
rates of the pending bill.

The excise taxes carried under Title IX of the pending bill
are included in the substitute bill, but in addition thereto the
substitute bill restores the tax upon luxuries as this tax passed
the House.

The special taxes under Title X of the pending bill are re-
tained in the substitute bill, as are also the stamp taxes of
Title XI.

The tax on employment of child labor is included in the substi-
tute bill, as are also the general administrative provisions of
Title XIII.

The general provisions of Title XIV are included in the
substitute bill, with the exception that there is stricken there-
from the amendment to section 1101, which would repeal the
existing law with respect to fourth-class mail matter.

The foregoing is a brief summary of the differences between
the pending bill and the substitute. The result of these changes
is to take some of the burden off the men of small incomes and
place it where it properly belongs—on the larger incomes.

The substitute bill increases materially the amount of reve-
nue which will be collected under the war excess-profits tax. It
is estimated that the rates of the pending bill will produce
$2,400,000,000 of war excess-profits revenue, while by the sub-
stitute bill there will be raised under this heading at least
$3,200,000,000, an increase of $800,000,000.

Every dollar of this revenue will be taken from concerns that
have been piling up abnormally high profits, whether these
profits are what may be strictly termed war profits or merely
the excess profits, over a reasonable return on business.

The substitute bill, by restoring the House provisions with
respect to estate taxes, will be capable of producing an esti-
mated revenue of $110,000,000 under this head—an increase of
$88,000,000.

The substitute bill, under the heading of special taxes, is esti-
mated to produce $262,805,000, as against $77,805,000, than the
rates of the Senate bill under this heading would produce. The
reason of this is that there are restored to the bill all of the lux-
ury taxes that were eliminated by the Senate committee. Since
I dictated that paragraph I believe the Senate has incorporated
the luxury tax in the bill

Mr. THOMAS. And reduced the amount to 10 per cent.

Mr. LA FOLLETTE. Yes; and has cut the amount in two,
the amount that would be secured under the House rates; but
I have put it into this substitute at the full amount of 20 per
cent., By placing these taxes back in the bill a gain in revenne
will be made amounting to $185,000,000.

It is from these items alone, the income tax, war exeess-profits
tax, estate tax, and luxury taxes, that the substitute bill in-
ereases in revenue are derived.

By eliminating the tax upon freight bills, passenger tickets,
express and parcel-post packages, telegraph and telephone mes-
sages, as will be done if the substitute bill is adopted, there
would be a loss in revenue upon this one head of $219,000,000,

But when all the changes are made by the substitute—and
every change it proposes is for the purpose of placing the tax
where it belongs, on wealth and luxuries that can well afford
to bear the tax, and by taking a little off the poor—the
total increase in revenue under the -substitute bill would be
§1,234,510,000.

I submit and ask to have printed in the Reconp a table show-
ing the estimated revenue for the 12-month period under the
pending bill and the substitute, These estimates were prepared
by the Treasury expert.

The PRESIDING OFFICER.
dered.

The matter referred to is as follows:

Estimaied revenues under the Senate bill and the La Follette substitute compared for 18-
month period.

Without objection, it is so or-

Substitute
Benate bill. bill.

£414,000,000 |  £70,090,000
1,015, 000,000 | 1,714, 510,000
772,000,000 | 700,000,000
2, 400,000,000 | 3,200,000, 000
22,000,000 | 110,000,000
210,000,000 |.eceeeecennaen
17, 000, 000 17,000,000
54,000, 000 54,000,
198,535,000 | 198,535,000
75,000, 000 , 000, 000
240,600,000 | 240, 600, 000
77,805,000 77,805,000
31,000, 000 31,000,000
70, 000, 000 , 000,
5,600, 940, 000 | 6,743, 450, 000
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WAR EXCESS-TROFITS TAX OF SUBSTITUTE,

Mr., LA FOLLETTE., The computations presented have been
submitted to the Treasury expert—in fact, the estimates were
prepared by him. I am willing that these estimates should
stand as the measure of the revenue-producing power of the
substitute bill.

At the same time, in fairness to the Senate, I must express
the belief that the revenue that would be derived under the
war-profits bracket would be larger than the estimate.

My reasons for this belief are the following:

The estimated revenue under the war excess-profits tax as it
passed the House was $3,200,000,000. The substitute bill has
practically the House bill rates, but does not permit a corpora-
tion taxed under the war-profits method a specific exemption of
$3,000, as does the House bill.

It appears to me that the striking out ot this exemption must
result in a large increase in the revenue that would be derived
{from war profits.

The 1916 statistics of income, the latest available, show there
were 341,253 corporations that made returns of taxable income.
This number has greatly increased since that time. It is esti-
mated that this inerease is almost 25 per cent, and that there
are now about 400,000 corporations in the United States,

Assuming that of these 250,000, or little more than half,
would pay a tax under the war-profits bracket, it would mean
that 250,000 corporations would each receive under the substi-
tute bill a deduction less by $3,000 than under the Senate or
the House bill. In other words, the rates of the substitute bill
would apply to $750,000,000 more profits than are taxed under
the pending or the House bill.

Seven hundred and fifty million dollars of profits additional
to the profits taxed under the war-profits bracket at the rate of
80 per cent would yield additional revenue of $600,000,000.

This $600,000,000 added to the estimated $3,200,000,000 would
bring the total yield of revenue under the war excess-profits tax
to $3,800,000,000.

That would amount to a war-profits tax of 76 per cent on the
estimate of $5,000,000,000 of war profits, and would make the
substitute bill produce revenue of $1,734,510,000 in excess of the
revenue estimated to be derived under the pending bill,

As I said, I have only endeavored to indicate in a brief way
how these relief provisions will operate. Their effect upon the
revenues of the Government is clearly indicated by the estimate
of the amount of war excess profits to be collected under the
pending bill.

In the substitute bill, without making too many changes, I
have endeavored to save, and the provisions of the substitute
bill will save, to the Government revenue to an amount of from
$800,000,000 to $1,400,000,000 out of the tax on war excess profiis
alone,

Mr. President, I have endeavored to present the more objec-
tionable provisions of the pending bill as I view them and to
remedy in some measure its more serious defects by the sub-
stitute bill which I have submifted to the consideration of the
Setnte.

SQ e EVERY DOLLAR OF WAR PROFITS SHOULD BE TAKEN. .

I would not have it understood that I regard the substitute
bill as the best measure that might be drawn to meet present
requirements. Far from it. A just measure would allow no
man or corporation to retain a dollar of profits made directly
out of this war.

Thousands of letlers are coming to us daily from the families
of soldiers who are being supported by charity because the Gov-
ernment has failed to pay to these dependent ones the insurance
and allotments to which they are entitled.

The suffering resulting is appalling. I make reference to it
in this connection solely to remind Senators how near the limit
of destitution and suffering a great mass of people in this coun-
try are actually living.

When a family so situated gives up the father and the sons
to the service of the Government, they give everything. They
give all their income when they give the power that produces
that income. If the rich gave all of their income and loaned
ihe Government all of their capital, they would give no more to
support the war than the hundreds of thousands whose fathers
and brothers were taken for this war service.

T would take every dollar of war profits, leaving business its
cnormous prewar profits and its capital untouched.

I would take all of the incomes over enough fo enable the
owner of the income to support his family in comfort.

But, sir, I know that such a bill would receive little support
in this body.

I liave therefore offered a substitute bill that is far short of
the requirements that justice demands.

I desire a record vote whenever the Senate is ready to pass
upon the adoption or rejection of my substitute.

Mr. President, in view of the unexpected progress made with
the consideration of this bill since it was reported to the Senate
it appeared that all committee amendments might be disposed
of and that we might reach the parliamentary sitnation where I
could present my substitute bill for argument and secure a vote
upon it during Saturday’s session. As I could avail myself of
computations already made by the Treasury experts by adopting
the form of the pending bill with respect to the tax upon excess
and war profits, and thus expedite the preparation of my sub-
stitute bill, I prepared my substitute on that basis.

While not in conformity with my idea of a properly drafted
war-revenue bill, I took that course under the circumstances
and made such changes in the pending bill as would levy a
higher rate of taxation upon excess profits and would bring
under the war-profits bracket the actual war profits, without
any deduction made with respect to a percentage of the capital
or any specific deduction.

As the bill was not disposed of in its consideration before
the Senate in Committee of the Whole Saturday night, I have
had time to work out a substitute plan for a flat 80 per cent
war-profits tax.

That is a variation from the printed substitute, and I am
now calling attention to it.

As this flat tax on war profits takes no account of the so-
called excess profits, I have recurred to the provision of the
House bill taxing the net income of corporations. Under this
provision such portion of the net income as is used to pay divi-
dends, the discharge of bonds or other interest-bearing obliga-
tions, and any amount expended to purchase obligations of the
United States will be taxed at 12 per cent, and all the net
income in excess of amounts thus expended would be taxed at
18 per cent.

The result of these changes would be to bring a very sub-
stantial increase in the revenue that would be derived under
the bill.

It is true that under this plan the profits of a great number
of concerns that made exceptionally large earnings in the pre-
war period but had no inerease in earnings during the taxable
year would not be subject to quite as high a rate of taxation as
would those same corporations if taxed under the provisions of
the pending bill or the provisions of the House bill. This is be-
cause the substitute as framed makes no provision for the taxa-
tion of excess profifs and is based wholly upon the idea that the
profits that should bear the high rate of taxation for war pur-
poses are the profits that are made out of war.

This conforms to the fundamental idea of a war-profits tax,
It will bear equally upon the large and the small corporations.
It will touch no corporation that did not make profits out of
war. It is ascertained by subtracting the average net income
of the corporation for the prewar period from the net income
of the taxable year, and taxing the difference at the rate of S0
per cent. It is a tax easy to administer. It will take no toll
except that which should be taken. It would do no harm if it
was placed as high as 90 per cent or 100 per cent, because the
corporation would be left an amount equal to its peace-time
profit,

I will say, Mr. President, as my conception of fair taxation,
that no dollar of profit should be permitted to accrue to any man
or to any corporation out of this war.

As for corporations that did not exist in the prewar period,
their war profits are to be determined by comparison with the
war profits of representative corporations doing a like business.
As to corporations that have added or withdrawn new capital,
they are permitted a deduction plus or minus 10 per cent of
the capital withdrawn or added. Under the determination with
respect to the war profits of 1918 and levying an 80 per cent

tax on same, this substitute would therefore yield 80 per cent

of $£5,000,000,000 of war profits, or $4,000,000,000 of reveaue,

Under the excess and war profits bracket of the pending bill
it is estimated that the revenue will amount to $2,400,000,000;
with the change which I would make there would be an increase
in revenue which will amount to $1,400,000,000. .

Mr, KENYON. May I ask the Senator a question?

Mr. LA FOLLETTE. Certainly.

Mr. KENYON. I do not want to break into the Senator’s
line of thought, but he says that there should be no war profits,
and he takes 80 per cent of war profits and there is then vlrmﬂlly
20 per cent left of the war profits,

Mr. LA FOLLETTE. In saying that there should be no War
profits I am speaking my personal view. In presenting a bill
which takes only 80 per cent, I am doing the best T can with tlle
Senate.

Mr. KENYON. The Senator's substitute, then, does not take
all the war profits?

Mr, LA FOLLETTE. No; it takes 80 per cent of the war
profits, and takes it as a flat tax,

|
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AMr. President, te effect the necessary changes I have had to
make a few corrections in the print of the amendment in the
form: of a substitute which Senators have before them. If any
Senator desives to mark the ehanges into his copy, I will submit
them to the Senate and Senators will see just what changes I
have made in the printed amendment which is upon their desks;
The first of these changes oecurs at the bottem of page 31.
Instead of the language beginning with line 22, paragraph (a),
I have recurred te the language in the House bill, which will be
found on the eopy of the pending bill beginning at line 23, page
47. I have restored the matter there stricken through down to
and including line 8, on page 48.

I will read inte the Recorp, Mr. President, the change made by
the substitute bill. At page 31, after line 21, I have added the
following :

. 2] ration, 18 per cent of the ameunt of the
m{nmc:.ﬁeofh:a c‘:i:?-?ni tc[;!: lc]?;pgr:ﬁlts provided in ﬁungn tﬁﬁ - Prm::?ad,
B e e 2™k vam of (1) the. amouds of dividends paid durhug
the taxable year plus (2) the amount paid during the taxable year ou
of enrntnﬁs- or profits in discharge of bonds; and other interest-
bear! obligations outstanding prior to the nning of the taxable
year plus (3) the amount pald during the taxable year in the Bﬂmh&e
of obrimttons of the United States i ¥ after Sep 1, 1915,

In section 301, page 54 of the substitute bill, in lines 16 and
17, I have stricken out the matter which occurs in parentheses;
in line 19, all after the words * equal to,” and the balance of page
54 and page 55, down to and including the word “ which,™ on
line 9: also all after the parenthesis in line I1 down to and
including line 19; on page 56, line 9, after the word “be,” in-
- gerting the words “ 10 per cent”; on page 5T strike out lines
7. 8, 9, 10. and 11; on page 62, in line 21, strike out all after
the word “capital ™ where it occurs in the center of the line;
also lines 22 and 23 down to and including the words * trade or
business,” in line 24.

With these changes the langunage of the substitute bill as I
introduced it on December 19, and as I offer it new, are iden-
tical, so that Senators may very easily follow these changes
and will appreciate that, while I make a change in the corpora-
tion tax amd in the war excess-profits tax, the body of the
substitute bill remains as it was introduced.

The PRESIDING OFFICER [Mr. McKerrar in the chairl.
The question is upon the adoption of the amendment offered as
a substitute by the Senator from Wisconsin.

Mr, LA FOLLETTE. Upon that I ask for a reeord vote.

The yeas and nays were ordered, and the Secretary pro-
ceeded to call the roll,

Mr. JONES of Washington (when his name was called). I
am paired with the senior Senator from Louisiana [Mr. RANS-
peLL] and therefore withhold my vefe. If at liberty to vote, I
should vote * yea.”

Mr. KENDRICK (when his name was ealled). T transfer my
pair with the Senator from New Mexico [Mr. Fari] to the
Senator from Montana [Mr. Warsu] and vote “nay.”

Mr. NEW (when his name was called). I have a pair with
the junior Senator from Louisiana [Mr. Gay]. Transferring
that pair to the senior Senator from New Jersey [Mr. FRELING-
HUYSEN], I vote “ nay.”

Mr. SAULSBURY (when his name was ealled). My general
pair wifh the senior Senator from Rhode Island [Mr. Corr]
does not apply te this propoesal. I therefore vote “ nay.”

Mr. TOWNSEND (when his name was ealled). I have a
pair with the senior Senafor fromy Arkansas [Mr. RopiNsox],
who is absent. I therefore withhold my vete.

The roll call was concluded. g

Mr. GERRY. I have a general pair with the junior Senator
from New York [Mr. Carper]. I transfer that pair to the senior
Senator frem Nevada [Mr. Prrraax] and veote ™ nay.”

AMr. MYERS. I transfer my pair with the Senator from
Connecticut [Mr. MecLrax] to the Senater frem Texas [Mr.
Curnenson] and vote “nay.”

Mr. STERLING. Announcing my pair with the Senator
from South Caroling [Mr. Saare], and not knowing how he
would vot. en this guestion, I withhold my vote.

AMr. BRANDEGEE. I am paired with the senior Senator
from Tennessee [Mr. Smierps]. I transfer that pair to the
junior Senator from New Jersey [Mr. Bamp] and vote “nay.”

Mr. SMOOT. I desire to announce the unaveidable absence
on account of illness of the Senator from Kansas [Mr. Curtis].
e is paired with the Senator from Georgia [Mr. Harpwick].

My, LODGE. I have been requested to announce the fol-
lowing pairs:

The Senator from West Virginia [Mr. Gorr] with the Sen-
ater from Oklahoma [Mr. OwEN];

The Senator from Illinois [Mr, SperMAN] with the Senator
from Kansas [Mr. THOMPSON] ;

The Senator from New York [Mr. Wapsworra] with the
Senator frem New Hampshire [Mr. Horris]; and

The Senator from Michigan [Mr. Sanrra] with the Senatop
from Missouri [Mr. REED].

The result was announced—yeas 6, nays 54, as follows:

YEAS—G.
Borak La Follette Nugent Vardaman
Gronna Norris
NAYS—G4.

Bankhead Jones, N, Mex. Nelson Smoot
Beckham Kello New Spencer
Bran k Penrose Sutherland
. Chamberlain Kirhy Phelan Swanson
Dill m Knox Poindexter Thomas
Fernald Lenroot Pollock Trammell

Fletcher Lewis Pamerrne Enderwood
' rance Sanlsbury Warren
Gerry MeCumber Shafroth Watson
Hale MceKellar Sheppard Weeks
Harding Martin, Ky. Simmons Willinms
Henderson Martin, Va. Smith, Ariz, Wolcott
Hitcheock Moses Smith, Ga.

Johnson, . Dak. Myers Smith, Md.

NOT VOTING—38.

Ashurst G McLean Sherman
Bailrd Gol McNary Shiclds
Calder Gore Overman Smith, Mich,
Coli Hardwiek Owen Smith, 8. €.
Culberson Hollis Page Sterling
Cummins Johnson, Cali Pittman Thompson
Curtis Jones, Wash. Ransdell Townsend
Fall Kenyon Reed Wailsworth
Frelinghuysen King Robinson Walsh

So Mr. La Forrerre’s amendment, in the nature of a sub-
stitute, was rejected.

Mr. THOMAS. Mryr. President, this morning a metion which
I made to strike out three lines on page 123, was accepted by
the committee. My attention has been ecalled to the identienl
Innguage on page 128, beginning on line T and ending with
line 9. I ask thaf that may also be stricken out.

The PRESIDING OFFICER. The Senator from Colorado
offers an amendment, which will be stated.

The SecrerAry. On page 128, line T, it is propesed to sirike
out: “and to the extent of the excess over $25.000 of the
amount receivable by any beneficiary as insurance under
policies taken out by the decedent upon his own life.”

Mr. SIMMONS. I aeccept the amendment.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from Colerade

he amendment. was. agreed to.

Mr, KING. I send to the desk the following amendment. ¥
have submitted it to the chairman of the committee and it has
received some investigation. I think he will aceept the amend-
ment.

The SeEcrETARY. On page 278, after Line 7, insert:

SEc., 1407, That it shall be the duty of every individual partnership,
and corporation wlhieh, since the Gth day of April, 1917 s entered
into- any contraect, undertaking, agreement, or transaction with the
United States, or with any ageney, officer, or commlission of the United
States, or with any other person, Pamershi . or corporation having con-
tract, relations with the United States, for the performance of any work
or for the supplying of any materials er property for the use of or for
the account of the United States to file with the Commissioner of
Internal Revenue and with the Attorney Gemeral, within 60 dayvs after
the passage of this act, a true and correct caEy of every such contract,
undertaking, agreement, or transaction, together with a true, accurate,
and ecomplete statement of all work and labor performed and materials
and property supplied, and an account of all moneys or ether things of
value received, expenses incurred, and profits made and realized from
such contract, nndertaking, agreement, or transaction.

8rc. 1408, That in cases where the work to be performed or ibe
materials to be supplied sball not have been completed within 60
days after the passage of this act, a further and supplementary state-
ment covering the same matters and to the same effect as hereinbefore
preseribed shall be filed with the Commissioner of Internal Revenue
and with the Attorney General within 60 days after the completion
of such contraet, underianking, agreement, or transaction.

SEC. 1409. That during the pendency of the present state of war
every individual, partnership, and corporation, which shall hereafter
enter into any contract, under g, agreement, er transaction with
the United States, or with any agency, officer, or commission of the
United States, or with any other person, partnership, or corporation
having contract relations with the United States, for the performance
of any work and for the supplying of any materials or property for
the use of or for the aecount of the United States, shall fm tely
file with the Commissioner of Infernal Revenue and with the Attorney
General a true, correct, and complete copy of every such contract. under-
taking, agreement, or transaction, and shall within 60 days after the
completion of such contract, undertaking, agreement, or transaction
file with the Commissioner of Internal Rlevenue and with the Attorncy
General the statement of work, receipts, expenditures, and profits herein-
before prescribed.

SEC, 1410, That if such eontract, undertaking, agreement, or trans.
action requires the performance of work or the supplying of materials
or progerty for a period extending beyond one r, then the statement
hereinbefore prescribed shall be filed with the Commissioner of Internal
Revenue and with the Attorney General on. or before the 1st day of

January in each and every {cnr during the continuance of such con-
tract, undertaking, agreement, or transaction, and upon the completion
of such centract, u.:tfzmﬂns. agreement, or trapsaction the statement
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f work, recelpis, expenﬂitumu, and profits, hereinbefore pmsmm
slmll likewlse Im ﬂlaa with the Commissioner .of Internal Revenue

the Aho‘rm’

BEC, f Tlmt the wtatement hereinbefore prescribed to be filed |
'ith‘lhnco lﬂsﬁmerﬂfltms.l‘kermlnennd Aftorney General
shall in every «ase be duly wverified by oath by the md.ilzidnnl or om |
behalf of the partnership or corporation making the same, and in the

case of a lrl enid statement shall be veriﬂad by one of the
mumberst ership, and in the case of a corporation by thau

any n or officer -or @ of any co

rtnership shall know y falsely set fo or state
ml statement filed wi unf 15; sioner of Intsrmﬂ Revenue and4
sald Attorney Gtme.m he shall be deemed guill a misdemeanor, |
and u n conviction thereof shall be fined in any smn not exceeding |
unished by imprisonment not exceeding five years, or by
ne and imprisonment.
414, That all persons employed in the ecivil, military, and
enig of t!m United ‘States whose services are pmons:l
and whose duties, offices, and functions are prescribed by law shall be
wxecluded from the operation of the provision of sections 1407 to 1413,
inclusive.

Mr. SIMMOXNS. T have examined that amendment very
<closely, and members of the committee have also done mxewlﬁe,g
and I will accept it.

Mr. BRANDEGEE. Mr. President, I simply want to suggest
in relation to the amendment for the consideration of the -con-
ference committee, there are thousands of people, no doubt, who
have had relations with the Government of a coniractual natuore
since the war broke out, who will not know anything about the
passage of the bill. The amendment is in a revemue act. It
makes n penal effense for all people who neglect for a period
of 60 days after the passage of the bill filing copies of their
contracts with the internal-revenue collector. 1 suggest ‘t!hat.
if adopted—and I am not opposing it at all—the conference com- |
mittee sheuld provide that the parties having the contracts |
should in some way be notified by the ‘Government that fthis is
required of them,

Mr. BIMMONS. Does the Senator understand that the con- |
ferees would have authority to make changes in this provision? |

Mr. BRANDEGEE. T hope so. At any rate if they can not |
{o it they can not; but I suggest if it is possible they should |
do so, because there are many people who are not used to deal- |
ing with the Government and have made contracts of a small |
nature who will never know about this measure, and they may
be the victims of blackmail and serious oppression unless.
they are notified, and they should be notified. i

Mr,  SIMMOXNS, The purpose of the amendment is nndoubt- |
edly good. !

Thc PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Utah. :

The amendment was agreed to.

The PRESIDING OFFICER. The bill ig still in ‘Committee |
of the Whole, and open to amendment. If there be no further ]
amendment as in Committee of the Whele, the bill will be re-
ported to the Senate,

The bill was reported to the Senate as amended,

The PRESIDING OFFICER. The question is on concurring
in the amendments made as in Committee -of the Whole,

Mr. POMERENE. I reserved the other day the right to lm've ]
a separate vote in the Senate on the amendment relating to the |
zone system, to wit, section 1101 of the bill. I ask that that
matter may be submi{'ted to the Senate.

The PRESIDING OFFICER. Without objection, all the
ether amendments to the bill that have been agreed to in Com-.
mittee of the Whole will be concurred in. They are eoncurrred |
in. The question now is on concurring in the amendment re- |
served by the Senator from Ohio, which the Secretary will state.

The Secrerany, On page 277, insert section 1101 in the follow-
ing words:

Sgc. 1101, That on and after July 1, 1919, the rates of postage om
rubllcauons entered as second-ciass matter (Inc!uﬂin sample copies 10

he extent of 10 per cent of the weight of eopies malled to subscribers |
during the c¢alendar year) when sent by the publisher thereof from the !
post office of publication or other office, or when sent by a news |
agent to actual snbscribers thereto, or to other news agents for the pur- |
pose of snle. shall be 1 cent per pounﬂ or fraction thereof for :deliv ers

within the first and second zones applicable to fourth-class matter, an
‘.u cents per pound or fraction thereof for dellvery within .any other |

0
(c) This section shall take effect July 1, 1919.

Mr, POMERENE. This is the amendment repealing the pres-
ent zone system as upplied to second-class mail. 1 think Sen-
‘ators are fully familiar with what is involved, and I do net care
to occupy the time of the Senate to say anything further upon it.
I ask for the yeas and nays upon concurring in the amendment.

Mr, SMOOT. DMr. President, I feel that I eught to make a

correction in the statement that I made on the floor of the

Senate the other day when we had the zone system under con-
gideration. 1t will take me only a minute. The Senate was led
to believe, and I was also led to belleve and made the statement,

|| that Mr, Penton was publisher of the Iron Age, a magazine

published in New York, and I took it for granted when the
statement was made that Mr. Penton was the publisher of that
magazine. A letter was read in the Senate the other day when
| we had this question up by the Senator from Ohio [Mr. PoaE-
nmvs] stating that he, of course, very much preferred to have an
increase in the second-class postage rates rather than have the
first-class postage raised from 1 cent to 3 cents. The magazine
was pointed te as a horrible example of the cost of second-class
mail matter to the Government of the United States,

My attention has been called to the fact that Mr. Penton is
not the publisher of the magazine, has nothing whatever to do
with it, but does publish a little magazine in Cleveland, Ohio,
whose circulation is in the iron industry around Cleveland, and
it hardly goes out of the first zone. Of course, under the propo-
sition he would prefer very greatly to have the rate provided in
the present law apply to his magazine rather than to have it
apply to firsit-class mail matter.

I hawve a copy of the magazine before me. I notice there are
43 pages of reading matter with certain insertions in that read-
ing matter and 189 pages of advertisements, and this is not the
Christmas edition.

Mr. POMERENE. May I ask the Senator the name of that
magazine?

Mr, SAIOOT. I will state that the magazine is the Tron Trade
Review, published at Cleveland, Ohio. This is the issue of
December 19, 1918. I felt that I should make that correction.

Mr. POMERENE. It is truoe that a mistake was made in
saying that he was connected with the Iron Age, but the Senate
&till has mot investigated the subject sufficiently to have the
facts. The Trade Review, to which the Senator referred, is
one ©f the publications. Mr. Penton has either four or five
publications, The statement that it is limited in its circulation
ito a few iron people in and about Oleveland is wholly gratuitous
on the part of the Senator from Utah. It is not the fact. If
has a very wide circulation throughout the -country.

Mzr. SMOOT. 1 make the statement I de, in rélation to where
it is circulated, from men who have sent fo me the information:
and if the Senator wants to know who they are I can tell him
exactly who they are.

Mr. POMERENE. It is not necessary to tell me who they

| are. I know Mr. Penton, and I know he is one of the reliable

men of this country, and he is not a Democrat, but he is a Re-

| publican who believes in paying his way without getting his

hand in the public till.
The PRESIDING OFFICER. The question is on concurring

{ in what is known as the zone postal amendment.
Mr. POMERENE.

I ask for the yeas and nays.
The yeas and nays were ordered.
Mr, HITCHCOCK. I should like to have the Chair state
what the amendment is.
The SkcreTany. On page 276, line 22, dnsert section 1402,
The PRESIDING OFFICER. The Secretary will eall the roll
on concurring in the amendment made as in Committee of the

The Secretary proceeded to call the roll.

Mr. GERRY (when his name was called). Making the same
anneuncement as on the last vote I vote “ nay.”

Mr. JONES of Washington (when his name was called). As
heretofore announced I am paired with the senior Senator from
Louisiana [Mr. RaxspEry] and withhold my vote,

Mr. MYERS (when his name was called). I imake the same
Fans{fr of my pair that T announced on the last vote and vote

nay.

My, NEW (when his name was called). Announcing the same
pair and transfer as on the previous vote of to-day I vote * yea.”

Mr. TOWNSHEND (when his nmame was called). Making the
same announcement of the transfer of my pair I vote “yea.”

The roll call was concluded.

Mr. GERRY (after having voted in fhe negative). I voted
'u.nder a misapprehension. I change my vote from “mnay” to

“yea."

I am informed that the Senator from New York [Mr. Carper],
with whom I am paired, would vote as I do, and therefore I do
not need to make a transfer.

Mr. STERLING. Iannounce my pair as on the previous vote,
and I transfer that pair to the Senator from Oregon [Mr, Mc-
Naxy] and vote. 1 vote “‘yea.”

. BRANDEGEE (after having voted in the affirmative). I
omitted to state that I made the same transfer of my pair on
this vote that I did on the previous one.
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Mr. SIMMONS (after having voted in the affirmative). I wish
to inquire whether the Senator from Minnesota [Mr, KELLOGG]
has voted.

The PRESIDING OFFICER. He has not voted.

Mr. SIMMONS. I have a pair with that Senator, which I
transfer to the Senator from Nevada [Mr. Prrraran] and let
my vote stand.

The result was announced—yeas 41, nays 22, as follows:

YEAS—41.
Bankhead Henderson Nelson Sterling
Borah Hitcheock New Swanson
Brandegee Johnson, Cal. Penrose Underwood
Chamberlain Jones, N. Mex. Phelan Warren
Dillingham Kendrick Polndexter Watson
Fernald 0x Saulsbury eeks
Fletcher Lewis Simmons Williams
France Lod Smith, Ga Wolcott
Gerry M mber Smith, Md
Hale Martin, Va Bmoot [
Harding Moses Spencer
NAYS—22

Beckham La Follette Nugent Butherland
Gronna nroot Pollock Thomas
Johnson, 8, Dak. McKellar Pomerene Trammell
Kenyon Martin, Ky. Shafroth Vardaman
King Myers Sheppard
Kirby Norris Smith, Ariz.

NOT VOTING—33,
Ashurst Ga Overman Smith, Mich,
Baird Go! Owen SEmith, 8. C.
Calder re Page Thompson
Colt Hardwick Pittman Townsend
Culberson Hollis Ransdell Wadsworth
Cummins Jones, Wash, Reed Walsh
Curtis Kellogg Robinson
Fall MeLean Sherman
Frelinghuysen MeNary Shields

So the amendment was concurred in.

Mr. SIMMONS, I ask unanimous consent that the Secretary
be authorized to adjust the numbers of sections and subsections,

The PRESIDING OFFICER. Without objection, it is so
ordered.

Mr. SPENCER. I offer the following amendment to the bill
in the Senate.

The PRESIDING OFFICER. It will be stated.

The SECRETARY. On page 197, line 2, strike out the figure
#10" and substitute in lieu thereof the figure “5.”

Mr. SIMMONS. I desire to inquire whether the Senator
from Missouri reserved that amendment.

Mr. SPENCER. I did not.

Mr. SIMMONS. Very well. I will make no objection.

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from Missouri to the amendment of the
committee.

Mr. SPENCER. Mr. President, nothing except a real sincere
belief that there is an existing inequality could move me at this
time to take a single moment. The Senate has agreed to the
reduction of the tax upon jewelry from 10 per cent to 5 per cent.
Every article of jewelry——

Mr. SIMMONS. Mr. President, at the request of a number of
Senators on the committee I will accept the amendment.

Mr. THOMAS. I object. My objection is based upon the
fact that representatives of the fur industry appeared before
the committee and expressed themselves dissatisfied with the
rate that the committee reported in the bill. If we are going to
tax pantaloons and silk stockings, and so forth, 10 per cent as
luxuries, we should also place a similar tax on furs as luxuries.

The PRESIDING OFFICER. Confusion has arisen by reason
of the fact that all the Senate committee amendments made as
in Committee of the Whole were concurred in, and in order to
have this amendment adopted the Senator from Missouri will
have to ask for a reconsideration of the vote. If grew out of
inadvertence I know on his part.

AMr, SIMMONS. I ask that the amendment be reconsidered.

The PRESIDING OFFICER. Without objection it will be
reconsidered. The question now is upon the amendment of
the Senator from Missouri to the amendment of the committee.

;  Mr. GRONNA. I ask that the amendment may be read.
| The PRESIDING OFFICER. The amendment will be read.

The SEcCReTARY. On page 197, line 2, strike out the figure
“ 10" and substitute in lieu thereof the figure “5,” so as to
read:

(18) Articles made out of any fur, or articles of which fur is the
component material of chief value, 10 per cent.

The amendment to the amendment proposes to strike out
10" and insert “ 5,” so as to read 5 per cent.

Mr. GRONNA. Mr. President, I do not know that I par-
ticularly care to discuss this amendment, but I have occupied
no time in the discussion of this measure, and I simply wish to
say that L agree with what the Senator from California [Mr.
Jouxsox] well said to-day, that the action of the Committee

on Finance is an indorsement of the 17 Members who fought
for an increased rate on excess profits last year. I did take
some time last year to explain my position as to the rates on
excess war profits. I then stated that no man who was known
to be a financier even in a small way would carry on his busi-
ness in the manner that we were proposing to conduct the busi-
ness of the Government. I restate now that no man who is
worth a million dollars would borrow and mortgage his plant
for two-thirds of that sum, as we are now proposing to do only
on a vastly greater scale in the case of the Government. He
would realize that that would reduce the value of his securities
the same as a similar procedure would depreciate the value of
the bonds of the Government.

Mr., President, those of us who stated last year that we be-
lieved that the rates then imposed were insufficient were char-
acterized as disloyal and pro-German. The chairman of the
committee acknowledged here on the floor in making his excel-
lent speech the other day that unless this bill were passed be-
fore the end of this year the Government would lose $2,000,000,-
000 in revenue. The rates imposed in this bill are not any
more excessive than the rates proposed by the minority of 17
Senators last year; and if we are to lose $2,000,000,000 in the
event this nmew bill is not enacted during this year, then we
have reason to suppose that we would have collected more than
$2,000,000,000 if the amendment proposed by the Senator from
California and supported by the other 16 Members of the Senate
had been agreed to a year ago. So the Senator from North
Carolina, the chairman of the Committee on Finance, has also
indorsed the position which we took a year ago, although at
that time he made the statement—I think I recollect it dis-
tinctly—that if the increased rates proposed by us then were
incorporated in the bill it would disturb business. After the
chairman made that statement the bill was recommitted to the
Committee on Finance and the rates nearly doubled.

I simply wanted to say this much to make plain the fact
that the Members of the Senate to whom I have referred—i7 in
number, I believe—who then said that from an economic stand-
point it was necessary to increase these rates, have been in-
dorsed by the Committee on Finance.

Mr. KELLOGG. Mr. President, do I understand that the
chairman of the committee has accepted the amendment as pro-
posed by the Senator from Missouri [Mr. SpExcer] to the com-
mittee amendment?

Mr. SIMMONS. I did accept the amendment.

Mr. SMITH of Georgia. Other members of the committee do
not accept it.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Missouri to the amendment
of the committee.

Mr. SPENCER. I ask for a division,

The question being put, on a division the amendment to the
amendment was rejected.

The PRESIDING OFFICER.
amendment of the committee.

The amendment of the committee was a to.

The PRESIDING OF'FICER. The bill is in the Senate and
still open to amendment. If there be no further amendment,
the question is, Shall the amendments be engrossed, and the
bill be read a third time?

The amendments were ordered to be engrossed and the bill
to be read a third time.

The bill was read the third time.

The PRESIDING OFFICER. The question is, Shall the
bill pass? :

The bill was passed.

Mr. SIMMONS. I move that the Senate request a conference
with the House on the bill and amendments, and that the Chair
appoint the conferees upon the part of the Senafe.

The motion was agreed to; and the Presiding Officer ap-
pointed Mr. Srmaons, Mr. Wirntams, Mr. Samrre of Georgia,
Mr, PENROSE, and Mr. LobGe conferees on the part of the Senate.

Mr. SIMMONS. I move that the bill be reprinted, with the
Senate amendments numbered.

The PRESIDING OFFICER. Without objection, it is so
ordered.

Mr, SMOOT. Mr. President, that motion would only carry
about 1,682 copies, to be distributed all over the Unifed States.
I ask that an order be made for the printing of the bill as
passed by the Senate, with the amendments numbered, the num-
ber of copies that can be printed under the law within the $500
limitation. I can not now figure as to the exact number, but,
under the law, we are authorized to print $500 worth; and
whatever number may be printed within that cost I move be

Tlle question recurs on the

printed.
The PRESIDING OFFICER. The question is on the motion
of the Senator from Utah.
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: The order was reduced to writing and was agreed to, as fol-
oWS:

Ordered, That there be printed for the use of the Henate as man
copies of the revenue bill (H. R. 12863) as may be within the $
Hmitation as is prescribed by law, as passed by the Senate, showing the
amendments of the Senate numbered.

WOMAN SUFFEAGE.

Mr. JONES of Washington. Mr. President, I desire to sub-
niit a request for unanimous consent, During the last session,
in October last, the Senate voted upon the woman-suffrage joint
resolution.
tion, was placed on the calendar, There are several Senators
who have entered the Senate since that time, so that there is
now a full membership of the Senate, and it seems to me that
the joint resolution could be disposed of without any particular
discussion and without taking very much time. I ask unani-
mous consent that the Senate proceed to consider that joint
resolution at 2 o'clock on January the 10th.

Mr. WILLIAMS. NMr. President, I feel compelled to object
to that request, because we have very much meore important
business coming before us.

The PRESIDING OFFICER. Objection is made.

LEAGUE OF NATIONS FOR PEACE.

Mr. SIMMONS., I move that the Senate proceed to the con-
sideration——

Mr. LEWIS. Mr. President, is the Senator from North Caro-
lina about to move an adjournment?

Mr. SIMMONS, No; I was going to move an executive ses-
sion.

Mr. LEWIS. Previous to that may I be permitted to make
an announcement?

Mr. SIMMONS. I yield to the Senator.

Mr. LEWIS. I merely desire to give notice, then, that on
ihe next legislative day of our assembly I shall address the
Senate upon the peace terms proposed by the United States
through the President, replying to the eriticisms of the Senator
from Pennsylvania [Mr. Kxox] and of the Senator from Massa-
chusetts [Mr. Lopax].

EXECUTIVE SESSION,

Mr. SIMMONS. I move that the Senate proceed to the con-
gideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business. After five minutes spent
in executive session the doors were reopened.

ADJOUENMENT TO THURSDAY,
. Mr. SIMMONS. I move that the Senate adjourn until
Thursday next at 12 eo'clock noon.

The motion was agreed to; and (at 10 o'clock and 45 minutes
p. m.) the Senate adjourned until Thursday, December 26, 1918,
at 12 o'clock meridian,

CONFIRMATIONS.
Erecutive nominations confirmed by the Senale December 23
(legislative day of December 15), 1918.
RecisTER oF Laxp OFFICE.
Henry P. Andrews to be register of the land office at Sacra-
mento, Cal.
POSTMASTERS.
PENNSYLVANIA,

Joseph A, Hanley, Erie.

George B. M. Ward, Laceyville.

Margaret C. Brown, Langeloth.

John A. Waltman, Mayport.

John J. Roll, Natrona.

Percy W. Shepard, New Albany.

Isaac Searborough, New Hope.

Edward Ace, Nicholson. -
SOUTH CAROLINA.

Marie V. Keel, Allendale.
Fred Mishoe, Greelyville. Ve
William T. Reynolds, jr., Mount Pleasant.
Inez H. Whitlock, Ridgeway.
Arthur R, Garner, Timmonsville.

SOUTH DAKOTA.
Perry H. Clute, Bigstone City.
Israel R. Krause, Java.
Arnold Poulsen, Lennox.

WISCONSIN.

Douglas S. Knight, Bayfield.
Palmer G. Slauson, Evansville,
Gustav B. Husting, Mayville,
Edward A, Severson, Neenah.

It failed by a very small vote, and on reconsidera- |-

HOUSE OF REPRESENTATIVES.
Moxpay, December 23, 1918.

The House met at 12 o'clock noon.

The Chaplain, Rev. Henry N. Couden, D. D., offered the
following prayer:

Father in heaven, let Thy blessing, like the manna from
heaven, fall into the hearts of all Thy children and bring them
in harmony with Thee,

May the memories of the past, childhood, youth, with all
their hallowed associations, fill our hearts with the spirit of
the season, that the Christ life may be our life; who taught us
that it is more blessed to give than to receive; that we may
help the needy ; strengthen the weak by giving of our substance:
cheer the lonely by our presence ; comfort the sorrowing by kind
words and loving smiles.

God grant that the Christ spirit may reign over the earth
now and evermore, that the good that is in man may drive ount
the evil and bring into the world that peace for which all true
men pray. In His name. Amen.

The Journal of the proceedings of Saturday, December 21,
1918, was read and approved.

MESSAGE FROM THE SENATE.

A message from the Senate, by Mr. Waldorf, its enrolling
clerk, announced that the Senate had passed bill of the follow-
ing title, in which the concurrence of the House of Representa-
tives was requested :

S.5102. An act to authorize the change of name of the
steamer Charlotie Graveraet Breitung to T. K. Maher.

ENROLLED BILLS.

Mr., LAZARO, from the Committee on Znrolled Bills, re-
ported that they had examined and found truly enrolled bills
of the following titles, when the Speaker signed the same:

H. R. 12016. An act to provide for the temporary promotion of
commissioned officers of the Marine Corps serving with the
Army; and

H. R.12945. An act providing for the purchase of uniforms,
accouterments, and equipment by officers of the Navy, Marine
Corps, and Coast Guard, and midshipmen at the Naval
Academy from the Government at cost. =

MINING CLAIMS IN ALASKA.

Mr. FOSTER. Mr. Speaker, I ask unanimous consent for the
present consideration of the resolution which I send to the
Clerk’s desk.

The SPEAKER. The gentleman from Illinois asks for the
present consideration of the resolution which the Clerk will

Teport.
The Clerk read as follows:

Joint resolution (H. J. Res. 372) to amend Senate joint resolution T8,
apfrl;oved October 5, 1917, entitled “ Joint resolution to suspend re-
q'l‘;e ments of the annual assessment work on mining claims during

the years 1917 and 1918."

Be 1t resolved, ete., That the provisions of Senate joint resolution ap-
roved October 5, 195.‘!’. be amended so as to &‘mvlﬂe that the time for
ing notices to hold said m claims in the Territory of Alaska under
the said resolution be, and the same is hereby, extended to the 1st day of
April, 1919,

The SPEAKER. Is there objection?

Mr, MANN. I reserve the right to object.

Mr. FOSTER. Mr. Speaker, I will state that the word comes
to me through the Delegate from Alaska [Mr. Svrzer] that at
this time there is, and for some time back there has been, a
very great prevalence of influenza; that the mails have been
stopped and that all travel practically has ceased in the Terri-
tory, at least in some parts of it; and that these people whe
were to file their claims by the 1st of January, 1919, do not now
have the opportunity to do so. This reseolution provides that
these people may file their claims up to the 1st of April, 1919,
It simply extends the time for filing these notices by three months,

Mr. MANN. What are the claims?

Mr. FOSTER. They are in Alaska. They apply only to
Alaska.

Mr. MANN. What kind of claims are they?

Mr. FOSTER. Mining claims. Senate joint resolution 78
provided that the assessment work might be omitted for the
years 1917 and 1918, but they must file a notice with the
recorder where the mining claim is loeated in order to get the
benefits of this law. This will expire on the 1si day of Jan-
uary, 1919.

Mr. MANN. If, as the gentleman says, this condition has

existed for some time, why have they waited until this- date
and then come in without a bill having been introduced?

Mr. FOSTER. Well, I will state this: I do not know how
long it has existed, but, as I understand, it has been some little
time since this disease has existed; but I suppose that in the
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